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P ART I. 
FOREI GN I NVESTM ENTS 
Chapter 1. 
Introduct:ton. Definitions and Types 
Be f ore entering what will be the proper field 
of the present thesis, it is necessary to fix the mean-
ings of i nvestment and i t s different t~~e s. 
An investment ma y b e defined · as 11 a financial 
cormnittment made for a productive purpose" and is d omes-
tic , when it :lnvolves assets situated in the c ountry of the 
investor or forei gn when the assets ar e situated in an 
another country t h an that where the investor lives and is 
le gally resident. 
A foreign investment if ma d e by a government i s 
called. governmental forei gn investment; if b y i nd j_v i duals 
or private concerns , it is called private forei gn i nvest-
ments. 
According to the forn1, a forei gn investment may 
be clas sified as direct - when commercia l an d i ndustrial 
properties, situated abroad , a n d f r om which a return i s 
u sually expe c ted, belon g to resid ents of the U.s . an d its 
t erritories, and a s indirect or p ortfolio when forei gn 
securities are bougpt, through public offering s or through 
the international securitie s movement, n ot wi th the ob ject 
of manag ement c ontrol, but primari ly for income and appr e -
ci a tion purposes. In this study the a bove definitions of 
direct and portfolio inv estments will be used in the more 
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limited extension, put by the Department of Commerce, and 
then 1) "direct investments will include all U.s . holdin g s 
in those forei gn corporations which are controlled by a 
person or closely identified group of persons d omiciled in 
the u.s., or in the management of which such p erson or 
group has an i mportant voice" 2) portfolio investments will 
include equity and other security investments in foreign-
controlled forei gn corporations and in the issues of for-
eign governments. 
The different nature and purpose between govern-
ment and private foreign investment is such that a brief 
an d cond ensed description of the former seems necessary. 
Broadly speaki n g , forei gn investments a re made 
in the reasonab le expectation of greater profit than that 
from domestic investments, but this statement, although 
g enerally true in direct forei ~n investments, as it will b e 
analized in the followin g chapter, lose s almost comp letely 
its value in relation of government foreign investmen t s: 
infact man y other motives and purposes, sometimes of pure 
p olitical, military and even sentimental nature influence 
them. They have a sup erficial appearance of monetary re-
turns by sp e cifying an interest rate, but usually they are 
not profitabl e in money terms an d as investments or loans, 
under a strict economic vi ewpoint, are nothi ng more than 
euphemisms. Instead of money returns the i nve sting 
government will receive benifits in other forms, especial-
ly if the farthest future will have be en look ed at. Clear 
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examples are 1) the investments heavily made by the u .s . 
Government i n man ganese production in Cuba, not b ecause of 
an y chance of profit, but b ecaus e that metal is very nec e s -
sary durin g the war; 2) the u.s . loans to the countries that 
h ave joined the Atlantic Pact, because, increasing their 
defense p ower, it is po ssi~l e to avoid or a t least it is 
tried to avoid a probabl e world-war and with it all the 
i nhuman disasters an d the stratospheric expenses. 
Other times, through the initial h elp of a 
gove r nmental loan it i s possible to create d emands for ex-
p orts of goods produced in the loan i n g country an d in this 
case the ending eff e ct will be very profitable for that 
p eople (ex: loans b y the Export and Import Bank) • Moreover 
the dollars from loans nrust b e spent in the U. S . even if 
not directly by the borrowin g country an d thus the American 
industrial ou:b- put, as raw materials or as ma nufactured 
products, is exp orted in great quantity, increasing the 
general · income of the people, their buying p ower an d rais-
ing their living stand ard. It is n ot without meanin g that 
from 1914 to. 1 9 29 p eriod of U.s. greatest forei gn invest-
ments, the U.S. had the largest exports i n their history. 
Finally a foreign governmental investment may b e 
hi ghly a dvantag eous under both political and economic 
viewpoint, as the investments of t h e British Government in 
the Near East o i l fiel d s that h ave been made for mi lltary 
reasons - to con trol sources of fuel needed by the Royal 
4 . 
Navy - and have been extremely profitable. It s eems evid ent,· 
and thousands of exampl es can be offered in spite of the 
easy theory that the best governmental investment is to low-
er the tax burden of the citizens, that investing abroad a 
government can reach unestimable profits of many different 
characters, even if they have no maturity dates and tang -
ible dividends. An individual or a copporation usually 
measures every investment with cold consideration of 
"how much I can get and when 11 , but a government has no 
limited life and must think about future developments of 
international events and has the duty to prepare the means 
through which his people will always be a ble to maintain 
and , if possible, to increase more and more their wealth 
an d prestige. 
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Chapter 2 . 
Economic Nature of Direct Forei gn Investments 
The econ omic prin ciple that is at t he b asis of 
direct forei gn investments is "cap ital tends to flow to the 
points where it will receive, at lea st theoretically, the 
larg es t returns", and finds its orig in in the human feel-
in g s of the continuos research an d desire of more wealth. 
Comparin g the a pplications of t hi s economic orin-
cip le in the older times with the present, a new element 
appears to have integrated it and to have become pre-
dominant: safety of the capital invested. Thus one in-
dividual or a corporation thinkin g now to i nvest abroad 
has, amon g the others, two fundamental problems: safety 
of the capital and attractive returns. The time of hazard -
ous investments, based only on the hope of quick and g i-
gantic profits, is over; and makin g the d e cision whether to 
invest or not, to-day it is much more the conclusion of 
the hard work of industrial, commercial, g eograph ic, social-
political and le gal researches (s ee c h . 4) t han of t h e mer e 
finan cial availab ility of money and desire for profit. 
The reasons that mi ght i nduce an investor to invest abroad 
can be su1nmarized i n the followin g way: l) to make prof i ts, 
safety of capital considered 2) to have a n e w market or to 
main tain a market where custom p rotection prohibits imports 
3) to control raw mater i als 4) to distribute or diversify 
risk 5) to a vo id special laws limiting too lar g e expansion 
6 . 
of companies, within a certain country, or taxing too heav-
ily the profits. 
Beside the human, natural desire for profit, 
which is the main push and is the general platform for 
every business activity, in the commercial and industrial 
fiel d the need of a new market mayb e of a gr e at influence, 
especially when the country, where a certain p roduct is made, 
is not ab le to absorb all the output or when that product, 
still existing in great quantity, is becoming obsolete in 
the place of its production but not yet abroad. 
Sometimes the fear of future competition and the 
desire for being sure of the availability of certain raw 
materials, may oblig e a corporation to invest large capi-
tals abroad, where those raw materials exist. Finally, 
for a b i g concern, where thousands of small and big i nvest-
ors have put in their savings, the prudent measure of 
s p litting the risk of an economic crisis, that would b e 
di sastrous if all the capitals were concentrated, may 
a dvise a forei gn investment. 
Not always the stock of the forei gn corporation 
(subsidiary) is directly owned by the investin g corpora-
tion (: parent), but frequently the stock-holders of the 
parent corpora t ion hold t h e stock of the foreign subsidiary 
in order to maintain corporate control without the parent 
c orp or ation havin g l egal title. In the U . S . this happens 
where State law s prohibit companies incorporated in that 
7. 
St a t e from dir e ctly owing a forei gn sub sidi ary an d where 
1lmerican corp oration s desire to avoid p o s sib l e conflict 
with the anti-tru st laws of the u.s . 
Leav i ng out the d iscussion whether it is more 
con v enient for a domestic manufacturer to i nvest abroad 
throu gh the establishment of sale branches or establ i shin g 
ma nufacturin g plan t s, b e cause e ach case must b e considered 
sin gly in relation to the product, its processes of pro-
duction, the p ersonal ne eds, other t h an to t h e g en eral 
condi tion s of that forei gn country, it is p ossib l e to 
a f f irm sin ce n ow that i nves t in g in manufacturin g an d trad e 
h a s alway s a high e r de gree of risk than inv e sting in a gri-
cultu re, mi n in g , petroleum, pu b lic utility and transporta-
tion. Th i s is because, normally, i n the latest cases 
s p ecial ri ghts are granted by the government of the coun -
try askin g for that i nvestment, whilst i n the former 
s pecial favors, which are no t availabl e t o the c i tiz ens of 
the country r e cei v i n g that investment, can ' t b e extend ed. 
I nvestmen ts in min ing and petroleum are h owev er 
very ri s kfu l durin g t h eir first stag e b ec ause of t h e ter-
rif ic exp enses j_nvolv ed in researche s an d in the e qu i p -
men t needed before the min erals can be availab l e , but i t 
is just for this initial burden t h at e c onomic measures of 
prot e ction are allowe d b y the g overnment of the forei gn 
country, protection , oft en including provisions for p olice 
or s e curity forc e s, that is almost complet e l y lackin g in 
manufacturin g and trad e inv e stments. When that first 
8. 
peri od is over the amounts of profits is greater in those 
investments than in manufacturin g : i n 1 9 43 American manu-
facturin g abroad showed prof i ts of 4.5% a gainst 8 .5% in 
min i n g and melt ing and 5. 6% in p e t roleum ( fi'om ··'conomic 
Series -9~65 of the Dep artment o f Commerce, table 17, p g . 2ll). 
Considering the s e data it is useful to remember that many 
times all the expenses of the forei gn divisions in the 
parent corp orations a r e char ged on the forei gn subsidiaries 
and that the extractive enterprises, being usual l y primari-
ly engaged in exporting their p roducts for payment i n 
forei gn currency , can enjoy the favorable condition of 
r etainin g the ir profi t s wi thout app lyin g for foreign 
exchange to the local exchange authorities. 
Direct forei gn investments are made even when t h e 
country of' the i nvestors i s not yet economically strong 
and independent. Infact U. ;:) . citizens h ave had assets in 
f'orei ':n countr ies since the colonial days and even when 
thi s c ountry wa s borr owi n g very heavily i n Eur ope , there 
were some people whose circumstanc e s and whose interests 
dictated the investments of cap i t a l abroad. Star t i n g from 
the t i me when the first statistical f i gure was availab le, 
the d evelopmen t of American investments abroad can be seen 
through t hese d ata: 
( in thousan d s of dollars) 
1900 
1 912 
1 9 29 
1936 
5 00,000 
1 ,902,735 
7 ,4'77 , 735 
6,691,000 
(table ff 1) 
(table # 2) 
( table # 3 ) 
(table # 4) 
9 . 
1 940 7 , 000 , 342 (table .{ 5) 1r 
1947 9 , 400,000 ( table fl 6 ) 
Figure No. 1 
Amon g steady and important increases , on ly one 
decrease is indi c ated durin g the year s 1 929-1936 , due 
rather to the well known mon etary in t ernational events 
than to commercial and i ndustrial trends. 
Profits wer e a l way s g en erally attr a c tive (the 
lowes t fi gu re b ein g $85, 000,000 in 1 932- tab l e 1,17 ) and the 
yearly outflow of Ameri can ~r ivate c a p itals reached con-
siderab le aJnounts such as *~1,310, 000,000 in 1 928 and 
~~755,000, 000 in 1 947 . 'rh e amoun t of private capit a l ou t-
flow in 1947 , although smal l er t han that ln 1 928 , assumes a 
particular meanln g f or the pur p os e of t b is study, i f i t is 
considered that during the d e cade 1920-1929, 91 % of it was 
put i n publi c y off er ed forei gn dollars bonds, sold i n the 
u.s . f or obtain in g d oll ars with whi c h to bv.y American raw 
materials, whilst durin g 1 947, 90 % of the private capital 
outflow or ~~636 , 600 , 000 consisted of direct i nv e s t ments a -
broad almost entirely made by corporations. 
Arn.erican d ir ect inves tments ar e increasing more 
and mor e , a l thoug~h f or p ol i.tic a l reasons an d part icular 
forei ~ e conomi c systems , the gen eral t r end now is towards 
government loans rat her than priva te i nvestments . It 
appears evident that privat e c on c erns are willing to inves t 
a broad and when they do not , it i s much mor e because of legal 
l imitat ions and unfav orable p olicy of t he forei e;n countries 
than their disinterestedness. 
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Chapter 3 . 
Dome stic Economic Prob l ems Ari s i ng out of Di r ec t F'or eign 
Inve stmen t. 
About t h e effects r erived f rom inve st in g abroad 
and if they s.re favorabl e or unfavorab l e u p on the economy 
of the i nvestor countr y , end l ess d iscussions were an are 
made wi t h the most divers e c onclu s ions . Not vr i thst andin g , 
t he se hi storical fac t s mu st be con s ider ed : t he p er sis t ent 
existence of t hi s economic phen omenon f rom the olde s t times 
to present, and t hat t h e sp l endour of a c ountr y h a s a l ways 
c o incided with the -oer iod when it s d ir e ct forei gn i nve st-
ments were b i gge st ( Sp ain, En g l and, Rolland , France etc, 
in the modern a ge). In a d emocratic country the domesti c 
economi c problems arisin g out of inve sting abroad can b e 
classified i n thre e groups : t h ose towa r d s popu l ation , a s 
employees and consumers; thos e t owar d s t he general econ omi c 
finan ci a.l system, a s taxation, rea l estate valu es, as in -
dus try an d c ommerc e ; t h os e towards governmen t, as internal 
and for eign e conomi c-political p ol icy . 
p opulat i on 
p opu l a t ion 
emp loyment 
.consumpti on 
taxati on 
11. 
Domestic problems e con omi c financial 
s y stem 
r eal e state v a l ue s 
industr y 
gov e rnment 
g ov ernment 
F'igure No. 2 
commerce 
internal p olicy 
for e i gn policy 
If an investment, instead of being made a broad , 
would b e made i n the u.s . would it n ot absorb more em-
p loyees with the effect of d ecreasing unemp loyment? i!.n 
affirmative answer seems to be the right one, i f the terms 
of the questj_on were so simple also in the reality. F'irst 
of a.ll has to b e con sidered t h e field in which the invest-
ment should be made and the economic development of that 
field: supposing that a manufacturer produces already the 
quantity required by t he d omestic market and can not ex-
port its production for outside reasons, it seems very 
unprob able a domestic ~nvestment by that manufacturer i n 
that line of product an d , if it is suggested to invest in 
other products, why this manufactuer should try an adven.;. 
ture in a new field where bB l a cks of experience and has 
little knowledge, if not at all? 0n the contrary, invest-
ing a broad our manufacturer will have need of domestic 
p ersonel, even in the l imitations fixed by the forei gn 
country , and will exploit or maintain a new market. 'rhe 
above examp l e , although fre quent in practice, might be 
considered as a p articular cas e , but the answer to t h e 
que stion is still the s ame und er a more general viewpoint. 
Becaus e an i nvestment abroad is made n ormally 
when profits are attractive and other conditions a d van-
tag eous, a n investor gets at h i s dispos al more money in a 
shorter time and then he can invest the returns in the . 
dome stic country. 'l'hose profits will b e accumulated with-
12. 
out burd en on the d omestic prices and thus the domestic 
consurmners g et a benefit from forei gn investment s: pro-
ducts will be at low prices not because of over-production, 
that normally bring s unemployment and mi sery, but for the 
profits e arned abroad by the parent corporations through 
their subsidiaries. 
J no t her important fact is represented by the 
behavior of the Labor Unions, which never took a strong 
p osition a gainst d ir e ct investments a broad and never 
tried to influence the governmen t for a leg islation a-
ga i nst them. Without creditin g labor unions and other 
workers associations as the only or gans able to feel and 
display the thoughts and the needs of enormous masse s, 
it is significant however that, at least to our knowledge, 
no strike or some other economic demonstration was made 
because of private concerns' investments abroad or because 
a g overnmental p olicy favored t hem . This argument shows 
its strength especially if are con sidered the unions' 
decisions and acts, some times violen t and of important 
extension, a gainst the so-called "emi gration of industries" 
(that is when private concerns, ceasing every activity in 
one country, move completely in an other). Significant is 
the recent case of the 'l 'extron Co., who tried to emigrate 
to Porto Rico. 
Concludin g then this brief discussion, direct 
investments made abroad do not seem to have unfavorable 
1 3. 
effects on d omestic employment and consumers: Naturally 
this con clus ion does not app l y to protfolio foreign in -
vestments whi ch are outside of this study. 
lhen cap itals outflow to a forei gn country, es-
pecially i n the money form, it is evident that the amount 
of circulating money decreases and then real estate values 
and tax revenu es suffer in a proportional de gree. This is 
true during t h e period in which no interest or capital re-
turns came from abroad, but wh en the forei gn investment 
starts to g ive back its yield in a larger propor tion 
that it should have been otherwis e , the circulating ·mon ey 
will gain in amount and speed, probably producin g in-
creases in tax revenues and in real estate values enough 
to balance the loss e s in the be ginnin g . 
No statistical fi gures are available to ascertain 
the influence of direct investments abroad on taxation 
and real estate vs.lues, but because the move in and out of 
cap itals and interests is a continuous and contemporary 
movemen t, probably this influence is not remarkable. 
Of great importance is tbe considera t ion that 
when a direct forei gn investment is made, not only domestic 
p ersonel is needed, as it was said, but normally machinery 
an d equipment is carried from the domestic country, and in 
this way the domestic production shares innnediately on the 
j_nvestment. Infact a direct forei gn investment, although 
al l the amount of value related goes under thi s name 
practically is not an i nvestment made completely abroad . 
14. 
. -----~---
Economically speakin g a direct forei gn invest-
ment represents the outflow of capitals i n the form of 
money (cred it act) an d of g ood s, hqt only the out-go of 
money mi ght hav e unfavorable effects in certain cases, as 
it wa s previously discussed, not c ertai nly the goods, 
which represent more exactly a domestic investment, 
moreover . the dolle.rs gone out must come back, dir ectly or 
indirectly, to u .s. where they will be s p ent somehow: in 
this way the domestic production will be increased and all 
the related benefits will follow it. 
I n conclu sion it is possible to i ma g ine a direct 
forei gn i nvestment like a lon g thin root-branch of a big 
tree: if t hi s root has b een pushed in g ood groun d , it will 
b ecome bi gger and the whole tree will receive a great 
benefit, if t h e ground was dry and unfertile, the tree will 
have spent some of its energy for nothin g , but its exis-
tence will not have been jeopardized. 
Because in every business venture the element 
"risk " is always present, al t hou s h i.n diff er ent de gr e es, a n d 
to-day the economic structure of a country i s of such i m-
p ortance that it b inds the whole llfe of the people; bec ause 
the relat i ons b etween consumers-employe es and employers, in 
a d emocratic country, are n o more b ased on class d ivision 
but are molten into harmonic coopera t ion, a government, 
even proclaiming and trusting in the princip le "maximum 
freedom for the individual" has to face many prob lems in 
1 5 . 
relation to direct forei gn investments. F irst of all a 
g ov ernment has to take care that the human e gotism and 
desire for profit should not be of such selfishness that, 
taking advantage of a free economic syst em , they i mpoverish 
the dome stic economy movin g out an industrial conc ern , an 
econ omi c or ganization whatsoever or t he main part of it 
int o a forei gn country , only because there appear easier 
and l arger profits. Se cond a government has to harmoniz e 
its for ei ~n policy with i ts p olicy towards direct invest-
ments abroad. 
To protect investments abroad, is a g overnment 
dut y ? And if so, how far? 
It is not p ossib le, as far as this study is c on-
cerned to analize these questions how it should be worth; 
bu t broad ly speaki n g , it can be said that t h e whole problem 
is c ontained in the modern conflict betwe en a) the indivi-
dual, wb o l i ke s to enjoy the l a r ger ind ependenc e from his 
g overnment particu l arly in business matters, but asks for 
govern ment help as soon a s h e sees h is inv e stmen t in d an g er; 
b) the economi c evolution of industrial, commercial , a ~ri­
cultura.l and financial concerns, whi ch havin g be come so big 
t h at their interests and activiti e s ar e n o more exclusive 
of t h e o~mers but are vital to a larg e part of t h e p opu-
lation , determine the justification and the opp ortunity of 
a g overnment i n t erferenc e; c) the international u olitical 
situation, for whi ch a d irect foreign investment in cer-
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tain countries may result in a total loss, sometime s n ot 
only of fj_nancial character, but even i n human lives. 
From a government viewpoint the problems are in 
relation a) to i ts in~ernal economic situation, so that if 
poor it seems advisabl e a policy strickly lirnting d irect 
inv estments abroad , b) to its international economic-
political position, because, even if internal conditions 
may favor investments abroad, at a certain time help and 
p rotection mi ght be asked by the investors, and the g overn-
ment must b e able to do somethj_n g about them. Defer ing 
the discussion about the U.s . foreign investment p olicy to 
chap ter 5, it is poss i b le to conclude f avorably t owards 
investments a broad, provided that t he dome stic economic 
conditions are satisfactory; and about g overnment p olicy 
that . a government protect :i.on can be offered or asked only 
in an unbinding way for him and on ly in proportion to bis 
international economic-pol i tical position. 
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Chapter 4. 
Fac tors Influ en cin g Direc t Inve stmen ts Abroad 
In opposition to g overnmental i nvestments t hat 
can b e insp i red and de termi ned by the most var i ous . reasons 
an d consequently must be seen and in t er preted through many 
v iewpoints and principles (chap . 1.), direct i nvestments 
a broad are to b e examin ed with the cold eye of the economic 
analist; and only i n t hi s way c an b e decr eas ed the inevi-
table de gree of risk for the inve stor and avoided a pro-
bab l e loss not on l y to him but als o to the wealth of hi s 
c ountry. There is n o p l ac e for s entimentalism or other 
feeling s: in this busin e ss the gov erning rule is still the 
old sentence by Mirbeau 11 Business is Business 11 • I t is on 
t he g overnment to suggest an d favor d irect i nves tment s into 
one country r ather than in to a n other, but t h e f i nal de-
cision · is on the inv e stor and thi s has to be a financial-
econ omi c-le ga l conclusion, n othin G else. 
Without enterin g into many details about market 
anal y sis (in r e lat i on to s a les and their volume and methods, 
to channels of d i stribution , to the p ossib ilities of exp or t, 
to transp ortation and communication facilities etc) and 
about production analys i s ( in re l at ion to r aw materials, to 
locat ion s of plans, s y st ems of product i on, e qui pment, skill 
of management and workers, etc) because these complet ely 
differ accordin g to t h e f ield i n whi ch the investmen t wi ll 
be made (manufacturin g , a griculture, min i n g , melting , 
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petroleum, publ i c utilities, trade etc) and many times ac-
cording to each inv es t ment, consid erati on will be put on 
the other r esearches having great import ance for every in -
v estment i n gener a l. 
A) Po l i tical analysis. Sinc e 1 917 , year of t h e 
bol shevik r evolut ion in Hussia, and 1 91 9 , beginning of 
f ascism in Italy , t he 0olitical cond it i ons of a country 
have b e gun to a ssume a predominan t we i ght in deciding if to 
i nvest there or n o t . Political con cept i ons of exasperated 
nat ionalism, n o matter if of c on servative or of b ol s h evik 
char a cter, are to be watched very carefully and d o not ad-
v i se any investment: in t h e former b ecause a sudden law 
might change preexistent e conomic fact ors an d conditions or 
levy requi sitions and di stresses; and. i n · t he latter because 
by a violent a ction entire economic systems are overthrown 
and privat e ovmersh ip i s substituted by st a t e ovmersh:tp . 
Both theories, havin g a n ac i onalist i c natur e and b irth , 
shar e the same h a te a gainst forei gners an d their invest-
ments : fascism t hrou gh fanatic patriotism and an ti-
economic ide as of s e lf-sufficiency by any means ; bolshevism 
through the negation of the right of priva te pr operty , and 
t he blind b elie f that ever ybody n ot accep tin g it s t h eories 
is an enemy . 
Thus before :i.nvestin g abr oad it is not en ou gh 
that the type of t he forei gn government a ctual l y in p ower , 
b e satisfactory but ev en the i deolog i c al trend s of that 
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p eople are worthy of consideration. It is not to be for-
gotten that a revolution is alwa y s made by a decided minor-
ity takin g advantag e of a weak g overnment and in cons e -
quence is very important to see and fores e e if that forei gn 
g overnment, although actually bas e d on a lar ge majority of 
p eople, is able to defend himself. Exp erience teaches that 
forei gn investments face heavy losses, when a democratic 
country chang es its p oli.tical or economi c system. 
The a b ove consideration and problems are much 
easier in some c a s e s because of i nternational a greements. 
That is, for instance, in many European countries, where, 
because of the Marshall Plan, European Reconstruction 
Program and the Atlantic Pact, the problems concern i n g 
their political situations could be limited to the ex-
ami nation of the relati ons and guarantees between them and 
U . S ., although not exclusively. 
B) Legal analysis. In modern or ganized society 
practically every business activity is regulated by laws, 
decrees and r e'mlations, ·whi ch must be studied and inter-
preted by experts and therefore s p ecialized lawyers and 
g overnment offices enlighten investors upon the matter. 
Normally the investiga t ion is made u pon the laws concern-
ing : 
l) cap ital a n d its forms of or r~anization - for example, 
it mi ght be prescri b ed types of business or ganizat :i. on 
di fferent than those in u.s .; and special p roper-
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tion mus t be respected betVI.re en foreign and domestic 
stock-holders. 
2) lab or and man a gement - for example, it mi 2,ht b e 
allowed on ly a fixed p ercentag e of fore igners out 
of the total workers and executive members. 
3 ) patents - special procedure s are g enerally to be 
followed within a fixed time to obtain protection 
of patents. 
4) taxation - a country even favorin g forei gn invest-
ments might all ow, under c erta.in conditions, ex-
emptions i n some fiel d but hit very heavily in 
some others. 
5) exp ort and import - these assume the greatest 
i mp ortance if t J- e p roduction obtained from t h e in-
vestment must b e partly or totally exported or i f 
r aw material s an d accessories must be i mp ort ed . 
6) remittance of profits - t h is is normally a tender 
po i nt. Infact the i nvestor ' s desire to receive in 
his own currency and regularly the prof i t fr om his 
i nvestment , fights a gainst the tendenc y of the 
forei gn country asking that what is earned t here, 
is spent or reinvested i n the same state. These 
laws are to b e checked with exceptional care and 
p r e cedent behavior of that g ov ernment in this 
mat ter will b e very significant, through the con-
sultation of statistical records. 
C) Economic- financi a l analysis - in relation to 
the public finance, banking, foreign trade and balances of 
payments in order to test the soundness of the money and 
its buying p ower. Also the general economi c developmen t 
should be analized with regard to i ts future p o ssibilities, 
because i n the countries tending to develop t here is 
usually great op p ortunity for capital appreciation and h igh 
returns should b e expected. On the contrary, in highly de-
veloped c ountries, existin g accumulations of their o~m cap -
i tal, interest rates wi ll b e low and chances of capital 
ap preciation very poor. 
D ) Geographical analysis - in r elation to the 
geomorphic setting (land and climate ), to physi cal situat ion 
(density of population and its distribution). For each 
investment , interest will b e more upon one p oint or another, 
d ependin g on where and how the investment will be made. 
Sum~narizing t t e general analysis and studies 
necessary before invest ing abroad, i t is p ossibl e to form 
the followin g fi gure: 
General anal~r sis and study before investing abroad 
A Political 
B Legal 
ideological trends of the people 
t ype of government 
stability of the actual government 
relations between the forei gn government 
and the investor's g overnmen t (inter-
national a greement etc) 
ca) i tal and its forms of or ge.ni zat :i.. on 
labor 
patents 
taxation 
export and import 
remittances of profit 
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C Economic - f i nanc ial 
D Ge ographi cal 
soun dnes s of tb.e money 
buyin g power an d l :Lving stand ard 
general economic development 
geomorphic setting 
physical situation 
demographic situation 
F'igure No. 3 
'Nhen the above questions will h a v e received 
favorable answers the investment can be ma d e and t he more 
careful the analysis, the more improb able, although s till 
p ossible, wi ll be the unsuccessful . 
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Chapter 5. 
Un ited States Foreign Investments Policy 
In 1791, wi th Al e x ander Hamilton's famous report 
to the American Con gress, started the economic protection -
ism with the aim of developing manufacture and national 
resources sufficiently stron g and extensive to free the 
country from foreign dependence and to a llov1 it to take its 
place in a world of f re e trade. This goal wa s so success-
fully reached that at the end of the First ~orld War (1918) 
the u .s . emer g ed as the world's most important creditor, the 
largest producer of goods an d one of the greatest producer 
of raw ma t erials . Lar g e accumulations of surplus, the 
growth of industry an d t be enormous production influenced 
inves t men ts abroad either as p ortfol i o or as direc t • . 
Nevertheless investing abroad was con sidered an economic 
activity more related and more interest i n g the investors 
than the government, although commerc ial treaties and 
tariff reciprocity a greements were stj_pulated. In this 
p eriod the main g oals wer e 1) to reach the "reciprocal 
e quality of treatment" with the purpose to secure for 
American businessmen abroad e qual op portunity with the 
businessmen of other nations, in return of which equality 
of treatment in this country was offered 2) in consequence 
of t h e chan g e from a tlebtor position to the gre ates t cre-
ditor nation, to enable debtor forei gn countries, through 
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a gradual decrease of custom duties , to pay b ack thej_r 
debts. 
The l ind World War enhanced the position of t h e 
u .s . even further. 1-1. comp letely new situation a p p e R.red 
a t the en d of t h is war, not only only of economic but al so 
of p olitical asp ect. 'I'he world found j_tself practic a lly 
divided i nto d emocratic and bolshevick countries, others, 
destroyed by the war, in state of misery and wi thout t h e 
means to rebuild themselves, and others finall y econ omi cal-
ly undevelop ed an d still un der s y stems of a l most feu d al-
i stic n a t i on a lism. 
The declin i n g intern ational p ower of En gland, 
the e xpans i on i n Europe and in Asia that b olshevism has 
ob tain ed through coupe d 1 e 1tat and civil wars , h ave 
i mpelled, concur rently with the conditions existing also 
after the first World War, t h e u.s . Government to tak e d e-
cid edly t h e le adersh ip of the democratic countries in the 
common defense of their fundamental p rin c iples and exis -
tences. The defense of democrB.cy can not b e obtained only 
by protecting the countries which are already democratic, 
but also by helping the peoples , who, b eing without me ans 
or politicall y disor ientated , should b e easy preys of any 
kind of ideas promisin g them a bet ter world. 
So, according to its international position , the 
u.s . Government felt as it s moral duty a n d i ntere s t: 
1) to c oopera te with democratic g overnments in 
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the economic a n d financial reconstruction of the 
countries devastated by the war; 
2) to help the undeveloped countries in their ef-
forts for industrialization; 
3) to or g anize a free economy and exchan g e in a 
democratic world. 
Some businessmen a.n d politicians wonder if i n-
creasing industrialization of foreign countries will not 
reduce markets abroad for u. 0. manufactured goods. This 
is an evident mistake, probably carried over from nine-
teenth century economy: the industrial development o f 
undeveloped areas of the world will increase and not de-
crease the ir ability and desire to buy and import g oods of 
forei gn make . The best and the most attractive market for 
v: estern Europe and Britain was and is the Unj_ted States . 
Where the hi ghest standard of li"~T in g exists, there is the 
bes t mar k et, because those p eop le have the greatest volume 
of needs to satisfy with forei gn purchase together with 
the great est resources vvi t h whi ch to pay f or them. V, here 
people have a poor existence, they have to live largely on 
the consumer goods they produce , and so they constitute 
only a very meager market. 
The mat erialization of the construction of a 
more de-veloped an d industrialized world c ertainly is a 
tremendous job because of prejudices derived from unmodern -
ized culture, of political and social unrest, an d because 
of the persistence of e c onomi c privileges strenuously d e-
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fen ded by their beneficiaries. 
The Marshall Plan, t he loans by the World Bank 
and the U. S. Export - Import Bank are some of t he govern-
men tal means used to reach the above goals, but a ll of 
these have d emon s trated their inability to build by them-
selves steady and stabilized e conomies: the Marshall Plan 
because when it ends, VJ estern Europe will still have a d ol-
lar deficit of more than ~~1 billion in 1952-53 even if 
i mp orts from u.s . will be cu t to the bone ; the World Bank 
and the U . 0 . Ex port-Imp ort Bank because ·loans, althou gh on 
lon g-term b asis, are still money ob liga ti ons that carry 
interest rates, have a matur ity date ru1d must be paid bac k 
one time or another. 'l'h e lHn th International Conferen ce 
of American States h eld at Bo got a , Columbia , in the sprin g 
1948 , has clamorously demons trated it, when u .s . Se cretary 
of State , Ge or g e C. Marshall, g ot a very cold reception in 
pr oposin g $ 500,000,000 in loans from t h e :"::;xport and Import 
Bank to undeveloped countries. 
Perceiving that the above me ans a re of great 
importance but must b e integrated with a materi a l e l emen t 
other than mon ey, and that an e c onomi c s tability can b e 
reached in a steady way not only by loans but by equity 
capital, the u.s . gov ernment publicly started to favor and 
to encourag e priva t e investments abroad . 
This p olicy is shown in the word s of President 
Truman, who on p o int 4 of his in augu r al address, proclaimed: 
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111He must embark on a b old new pro gr am for makin g the 
b enefits of our scientific advanc es and industrial p r o gr ess 
f or t h e improvement and growth of un develop ed areas 11 • 
I n relation to t his policy a l ar ge movemen t began : 
the u.s . Government ne got iated multilatera l and bi l a t eral 
a greements i n order to create cond itions and a climate 
f avor abl e to private i nvestments; t he u.s . Counc i l of the 
In t ernati onal Chamber of Commerce a s repres en tat-; i v e of 
businessmen, p ropos ed to the Government a series of re-
commendations that would spur investme n ts abroad ; an d 
finally journalists and experts discussed the prob lem under 
all pos s ible viewpoints. Up to now no st atement has c ome 
from the U. S . Gov ernmen t to cl arify a n d t o make publ i c h ow 
the Governmen t thinks to carry out t n e Presiden tial pro gram. 
Sin ce to-day forei gn e q11 i t y c apital is suspected in almos t 
every undevelop e d country, u.s . companies have t o t hink 
twice b efor e investing t h ere, fearin g to b e caught up in 
nat i onalistic restrictions or political movements. 
The ~66 6 mi llions,totaliz i n g privat e direct in-
vestments abroad made in 1 947 , do not have a contrary 
meaning t o what was said, if i t is cons idered that ~~455 
mil l i on s were for petroleum d evelopment in Latin .n.meric a 
and the Middle East . 
Amon g discus s ions, recommendat i ons a n d proposi-
tions, the followin g lines seem t o b e of genera l ac cep t-
a b lene ss and hi gh l y d es ired by investors : 
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1) u .s . Governmen t i nsuranc e a gainst wa r OI' revolu -
tion lo s s or loss of capital b~ expropriation 
2) U . s . Gov er nment guarante e tha t c apit a l plus a 
reasonable profit would be convertib l e int o doll ai's 
in the case of excha n ge restrictions. ( E C A 1 s pre -
sent 14-ye ar guarantee cover s only up to the amr:mn t 
of t he investment and is merely f or Marsha ll P l an 
countries ) 
3) Adequate guarante e s from the forei gn g ov ernment, 
t hr ough bilatera l or a multi-lateral a greement. 
Undoub tedly, if the u.s . Govern ment accept s the 
abov e 3 p oints, or, as it s eems probable, if a compromis e 
wi ll be reached, private capital will receiv e a formi dable 
incit emen t to invest a broad a n d d oin g so n ot only the .s . 
Government will have ob tained t h e miraculous result of 
harmon iz i n g its i nternational leadership with its internal 
econ omy , but a l s o the American bu s in es smen wil l show t o 
have deser v ed the r e s p onsib ility t o which now they a r e 
called by their gov ernment and by the time. 
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Ch apter 6 . 
F'uture of U.s. Boreign Investments and Conclusion 
The far future of U.b. forei gn i nvestmen ts either 
in the form of governmental loans or privat e i n vestmen ts is 
b ound with the in ternational position of the u • .:::.. and sub-
jected to the evo l ution of i nternational events. 
The dilemma b olshevism or Democracy i n their 
economic meanin g s of sta t e's capital l sm or of priva te capi -
talism, contains the s olution of the prob lem. It is un-
useful an d vain, in our opinion, to speak about the gener-
al future of American inve s tments abroad wl t h out consider-
ing the possib le d an ger for them that migh derive from t h e 
d iffus ion of i d eas of state's ca pitalism; dan g er that, a s 
happene d ln the Cen tral Oriental ~rop e and p erh aps now l n 
Chin a, materializes with the death of ever y pr ivate enter-
prise, no matter if f ore l gn or d omestic , and of free econ-
omic s y stem. ~he political aspect of t he prob lem is not a 
di scussion concernin g the present thesis; nevertheless 
there is n o question t hat to-day p olitj_c s and economy are 
more close than ever and t h at the future of one is de -
~ endin g on the future of the other. Under a more l imlted 
viewpoint, can . b e foreseen that d i rect i nv e stmen ts, made 
with the precautions described in the pr e c e edin g chap ters, 
wi ll have, almost certain l y , a successful future. 
The world is inevitab l y goin g toward a general 
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industrial l.zation , enormous natural re sourc es wait for ex-
p lo i tat i on and p eople i n crease their needs an d exi genci e s. 
Bes ides a calm look i n the u .s . e c onomy is worth while: 
1) whe n the Marshall Plan en d s, t he g ap b e t we en U . ~ . 
world exports an d imp orts can hardly b e l e ss than $ 3 bil -
lion to $4 billion, then u.s . e xports will g o consid er ably 
d own prob ably procuring a remarkable dama g e to the general 
econ omy ; 2) if the undevloped areas will not be helped by 
u. S. Government or u.s . private d irect inves t ments t hey 
will probabl y find out a wa y to develop by themselves and 
with some othe r mea.n s (an intercontinental ec on omi c shift 
seems to b e i n the making : the movement of West er n 
Europ ean p opu lations and skills to Af rica and Lat in Ame r -
ica) wi t h the consequence that the se markets will be lost 
or greatly reduc ed on time or another for Americ an cor-
poration s ; 3) because of the instable international s i-
t uation, n ot a ll the U. s . indust ri e s have converted their 
war production in n ormal p eace-time produc t ion, and , when 
a steady peac e will be reached l ike everybody hop es, these 
industries will i n cr e a se the existent avai l able amount of 
good s; 4) the U . S . economy , f or its wonderful i ndus t rial 
development and for the i nunense a b ility and amount of p ro-
duc t i on, would be serious ly hurt wi t h out l ar g e for e i gn 
markets and an active in tern a tional trade . 
On ly d irect investments a br oad can have the 
power of a voiding every p robabl e di s advantage listed a..;. 
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b ov e; firs t, bec ause wi t hout reducirF': the n at ion a l pro-
duc tion, they s ave t h is from an excessive e l ephantiasis, 
and the nation f rom an even t ual cr isi s of over - product i on ; 
second, b e c ause h elp in g a foreign country invi tes in dus -
tr i al development, t h e y contribute in the creation of 
lar g e mar ke t s more attractive than ever in con sequence o f 
the g ener al growth of n eed s and r ichne ss; and finall y t hey 
c ooperate to the defen se of the d emo cr acy , i n other words 
they exer c is e a s e lf-d efens e , in r a ising l iving s tandards 
of poor p opulations . Over the l on g r un the b e s t way to 
fight bolshevi s m i s to l i f t livin g stand ards in p ov erty 
ridden areas . 
Con clusion of t he First Part 
An i nvestment ma y b e d ome stic or for ei gn a ccord -
i n g to where t he as s e st i nvolv ed a r e s ituated . A forei gn 
investment ma y be ma de by a g overnment or b y privat e in -
d ividuals and corporations, an d , accordin g to i ts purpose, 
for c ontrol or only for income , i t may be direct or j n-
direct. To make profit i s t he ma in aim f or a priva t e 
d i rect investment abroad, whilst military , p olitica l or 
other re a son s may j u stify a g overnmental :i.nv e stmen t. 
The dome st i c ec on omy d oes n ot suff er ecau s e of 
direct lnv estmen t s ab road , especially if t h e country i s 
h i ghl y i n du s tr i a lized ; whil s t great fin ancial lo s s e s and 
e conomi c d amag e s are nor mally the c onse quences of the 
emi gr ation of i ts indu s tr ies . 
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American Direct Inres t ments Abroad in 1 900 
Europe 
Canada 
Hexico 
Cuba 
West Indies (including Porto ·Rico) 
South America 
Central Amerlca 
China , Japan, and Pacific Islands 
Life insurance guarantee investments 
Total 
,r, 1 o ooo ooo ~p - ' ' 
150 , 000,000 
1 8 5,000,000 
50,000,000 
10,000,000 
35 ,000, 000 
10, 000, 000 
5 , 000 , 000 
45,000,00 0 
~p500 '000 ' 000 
.;;. American International Indebtedness, Yale Heview F ov. 
1900' p . 265 
Table No. l 
American Direct Investments Abroad in 1912 
Europe 
Canada 
Nexico 
Cuba 
West Indies 
Central America 
South Amer ica 
Near East 
Far East 
Totai 
~,} 200 '000 '000 
400,000,000 
800 ,000,000 
220,000 , 000 
7 ,500,000 
40 , 000,000 
175,000 , 000 
10,000 , 000 
50,000,000 
~jil '902 '500 '000 
.;:- Osborne, John B: Protection of American Commerce and 
Capital Abroad , North American Review , lYiay, 1 912 , p . 682 
Tab le 1\T o. 2 
American Direct Investments Abroad in 1929 
Canada 
Europe 
Cuba and t he We st Indi es 
Jilexico 2nd Central America 
South America 
Africa 
Asia 
Australia and l\!"ew Zealand 
Total 
~jll ' 960 '320 ' 000 
1,352 , 753,000 
1,053,751 , 000 
917,093,000 
1,547, 895 , 000 
102,229 ,000 
394 ,540 , 000 
149,154,000 
~p7 ,477,735 , 000 
34. 
~~ Trade Information P>ll lletin lJo . 731 by U.S . Dept. o f Conunerce 
Table No. 3 
fo~erican Direct Investments Abroad at the End 
of 193 6 
Canada and Newfoundl and 
Bur op e 
Wes t Indies 
Central America and Mexico 
S outh America 
Africa 
Asia 
Australia and i'Tew Zealand 
International 
Total 
(in thousands o f dollars) 
~pl ' 952 '000 
1,245, 000 
753, 000 
628 ,000 
1,466,000 
9 3,000 
417,000 
111,000 
26,000 
~;)6 , 691,000 
(After a d ding $50,000,000 for inves tments in insu~anc e 
branches and affiliat e s which were not included in 
1 929 table.) 
-~:- Economi c Series No. l - by U . S . De :9t. of Commerce 
Tab l e :r;o. 4 
American Direct Investments Abroad at the End 
of 1940 
Canada and Newfoundland 
Europe 
Test Indies 
Central America and Mexico 
S outh Americ a 
Africa 
Asia 
Australia and New Zealand 
In t ernational 
Total 
Extractive and a~riculture pur suits 
Manufacturine; 
(in thnusand of dollars) 
$2,102,694 
1,420 , 365 
673,933 
546,021 
1,551,48 2 
113 ,073 
412,945 
120,232 
32,597 
~~7 ' 000 '342 
36% 
23% 
Public utilities and transportation 
Distribution, paper an d pulp and mis-
22d ~ ;o 
cellaneous enterprises 
-l~- Economic Series No . 20 by U.S. Dept. of Commerce 
r able No. 5 
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Amer ican Direct Investments Abroad at the 
End of 1947 
Total Amount ~~9 ,400 - mi llions 
" ~j?744 ,000 ,000 new net direct investment during the 
year of whi ch 90% or :!~ 636 ,400 , 000 a;re almost entirely by 
corporations ( excludin g $30,000,000 of an American 
-'-nsuran c e company) and distributed as following: 
~lf anufacturing 
Distribution 
Petroleum 
Mining and smelting 
Miscel l aneous 
Paper and r,>ul p 
Total 
69 ,10 0 
43 ,000 
454,600 
1 8 ,400 
66 ,600 
3 , 800 
655 ,500 
Agricu l ture - 9 ,400 
Public Utili-
ties - 9 ,±go -Y~l, U 
in thousands 
$ 655 , 500 , 000 -19 ,100 , 000 = $ 636 , 400,000 (net direct in -
ves t ment by corp orations durin:::. 1947) " 
~~ l\!I i l ton Abelson (U . S . International Economic Division) 
- For e i gn Commer c e , Volume 32 , No. 8 . 
Years 
Table No . 6 
American Income fro m Direct Investments 
Abroad 
Val ue 
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1929 
1930 
1931 
1932 
193 3 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
Income in mi llions 
(not estimated) ( i~ ~,i.fsions) 
37 3 
180 
85 
105 
200 
320 
380 
410 
440 
405 
450 
~" Econ omic Series No. 20 , by U.s . Dept. of Commer ce 
Table No. 7 
7,9 66 
8 , 096 
8,122 
7 , 767 
7, 818 
7 , 835 
6,691 
6 , 870 
7 ,022 
6 , 985 
7,000 
PALT I I. 
I 
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Chapter 7 . 
A Sunwary Description: Yrincinal G eogr~Qhic and 
Econ omic F'acts. 
Ge ographic Descrip tion 
The Republic of Ar gentin a with an area of 
1,079,98 5 square mi les, occupies the entire southern sec-
tion of South America east of the Ande s Iiflountains. It i s 
the second lar gest country of Lat in America with an exten-
· sion of 2,300 miles f rom north to south, a maximum width 
of a b out 900 miles and a coast line of more than 1,600 
miles. Ar gentina is b ordered on the south by Bolivia ; 
on the n ortheast by Paraguay, Braz i l and Urugua y ; on the 
east and southeast by the Atlantic Ocean; and on the we st 
by Ch i le. Except fo r t he mountain ous we stern area, Ar gen -
tina i s a great plain with d i fferen t physic al charac tEH'-
istics. The n orthern part or su b trop ical xone embraces 
the territori e s of t h e Chaco , Formosa, Misione s, Salta, 
Tucuman, San tiago de l Est ero, Corri entes sn d the n orthern 
part of Santa B'e and is composed of tropical for es t, flat 
swampy lowland s an d saline plain s. The principal products 
of the region are s u gar, cotton, oil-b earing s e eds, yerba 
mate ( par a guyan t ea) and quebracho. The t emp erature is 
hot (70-llOF ), wi th Li.t t le win d ; it is r ainy in the summer 
and dry in t he ·win ter. 
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'r he Andean region covers the extensive area of 
western Ar gentina, comprising one-third of the tota l coun-
try . It varies from snow cov ered peaks to deep rich val-
leys, great salt plains and an elevated desert land along 
the Chilean border. Agriculture is the main economic acti-
vity of this area and the province of Mendoza has a very 
large production of wine. The climat e is cold on the moun-
tains an d on the altiplano, and hot in the valleys. Sum-
mers rain l y an d win ters dry, with an averag e annual rain-
fall of 11 in che s. 
The Pampa is the most important part of Ar gen-
tina an d tha be st a gricultural land of South America. Wi th 
an extension of about 250,000 square miles, it ia a great 
treeless plain broken only i n the South and Southeast by a 
low ran ge of mountains. Here are grown most of the cereals, 
flaxseed, and live stock of the country and the largest part 
of the manufactories is here concentrat ed. It enjoys a 
temperate climate, with the main temperature ran gin g from 
74 1F' in June and July. Outdoor grazin g field works are 
possible throughout the y ear; the growin g season ran ges 
from 300 days in the north to 140 d ays in the sou th . Rain-
fall is evenly distributed throughout the year with an an-
nual averag e of 38 inches. 
,. Patagonia has an extens i on of 300 ,000 squ are 
mil e s and includes all the ar e a from the Rio Ne gro to the 
southern extremi ty of the contin ent . The greater part is a 
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vast p lateau, cross f rom east to west by de ep broad val-
l eys between hi gh cliff s. Its sandy soil is whipp ed by 
con s tant stron g wi nds from the west. At the extreme tip 
of the continent is the b arren and bleak Ti erra d el Fue go. 
The re g ion i s largely semi -arid and the p r i ncipal e con omic 
activity is sheep graz in g . The climate is cold , 32' F i s t he 
me an temperature, with strong wi nd s and an average annual 
rainfall of 16 inches . 
Ec on omy of Ar gentina 
Agricu lture. Th e whol e terr i tory is cultivated for a b out 
11%, whilst 41% is in p asture, 3 2% is forested and 16% is 
considered unproductiv e lan d or a s mountains, lake s an d 
rivers. The percentage of cultivated land is very low if 
it is consider ed the hi gh grade of productivity of the 
ground and the g en eral favorable climate: with the exten-
sion of irr i e;ation, drainage, an d transportation facil-
iti es, a b ou t three-fifths of the coun try's total ar e a could 
b e adapted to a gricu lture and €'razin g . 'l'he a gricultural 
method s are i mprov ed through the he l p of the gov ernment 
(1 inisterio de A~ricultura) but t h ey g en erally are still 
backwards: the i n suff i ciency of a 2-:ricul tural ma cb in ery and 
equipmen t repres ents a f ormidable prob l em for Ar ,~entin e 
farmers . Nev erthe l e ss the amount o f a :1~ricul tural produ cts 
is i mpr essiv e . Le a d in g items are wheat, faaxs eed , corn, 
an d cotton . Wheat (see table :/f 8 ) j_ s the main product an d 
i t repres ents ab out f our-fifths of all the wheat - production 
39 . 
in Latin A.rnerica. The largest p art of t hi s crop (ab out 
2 ,500, 000 metric tons annually) is exp orted to Brazil and 
Europe. The Provinc e of Cord oba , the we stern and southern 
parts of the Province of Buenos Aires and La Pampa are the 
most importan t wheat producin g re g i ons . The flaxsee d 
' (table # 9) production is the lar ,,J..,est of the world (about 
half of the total world output), and a bout nine-tenths of 
the crop is exported. Richest regions: the Parana, Riv er 
l3asin and t h e Pr ov i n ce of Cordoba. F'or many y ears Ar gen -
tina has been the world's pr i ncipal sourc e of exports of 
corn: (see tab l e # 10) in the p eriod 1 933-37 it supplied 
about three-fourths of the total quan tity enterin g int er-
nation al trade. The Parana River Basin is the reg i on wher e 
corn crop is concentrated. 
The Province of Chaco h as a v er y larg e output of 
cot t on (751&' of the Ar gentina production), which with alf a l -
fa, tob acco, barley, oats , su ~ar, and wine con st itute the 
other i mp ortant a gricultural products of Ar gentina. 
Sto ckrai sin g and Pastoral Industries. ~~ i th the adv antag e s 
of the climate and n a tural pastura ~e, cat t le and horses , 
brought to Ar s entin a in the early days of Spanish settle-
ment, had multiplied p r od i g iously on the wide grazin g land 
of the country. Very e ar l y Ar gentin a wa s a b le to export 
live animals and meat , as jerke d or salted b e ef, &nd in 
1895 shi pments of this sort reached a peak . Either in con-
sequence of the clos in g o f En glish p orts in 1900 to Ar g en -
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tina livestock , because of an ou tbreak of anthrax, or the 
invention in 1872 of the Tellier sys tem of artificial re-
fri geration, t he me a t industry started to modern iz e its old 
syst ems building f r eezin g p l an ts or fri gorificos in sub sti-
tution of the ob sol e te salting p lants or saladeros. In the 
early stae; e capital was for t he most part British with some 
Ar gen tine participation , but from 1 907 U . s . p r ivate cap i tal 
started to flow here, an d to become more and mor e imp or-
tant. Betw8 en the two world wars high bre edi n g standard s, 
t he d istribution of uni f or mly good cattle an d t he ea s y grow-· 
in g of alfalfa gave Ar g en tin a a virtual mon opo l y in chi ll-
ed-beef exports and l eadersh i p in frozen-~e ef (s ee table 
# 11 ) exports. 7 ,186 , 300 cattle, 11, 81 0 , 000 she ep and 
2,550,400 h o g s were slauF;h t ered for meat, in 1946 (U . S . 
Department of Commerce, I .R.F.). 
Liv e stock ( livestock c ensus : t a b le ~ 12) esti -
mated in ~ay 1947 included 41 mil l i on cattle, 51 million 
sheep, 3 mil l i on h og s an d 7.5 mill i on h orses. Th e c entral 
par t of the country has the main quantity of cattle and 
h orse s, whlls t in Patagon ia is conc entrat ed t he she e p rais-
in g . Pr oduc t i on of wool in 19 4 6-19 47 totaled 240 , 000 ton s 
and 7 million s cattl e h i de s an d 12 millions she ep skins 
were brought to market in 1946 (I .R . F . of U . S . Dept. Cormn .) 
Dairy Products. The p roduction of Ar gentine d airy pro-
ducts- butter , che e s e , casein , milk- has expanded immensely 
i n recent years. Butter h as been in great demand locally, 
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as well as in the British an d Latin American expor t mar-
kets . The bulk of cheese production is consumed d omesti -
cally •. Nearly all of the casin output has been s h i pped to 
Great Britain and the United States durin g tbe pas t few 
years . 
I ndu stry . Althou gh Ar gentina is not a hi ghly industr i -
alized country, prima ry attenti on being d evoted to sto ck-
raisin g and a gricu lture, its industry gr ew in a ra id and 
consistent way . 
Governmen t prot e ction an d reduced competition 
durin g the war, helped and made possible a considerab le 
d evelopment of d omestic industries . Con stant pr o gress has 
nat urally included an increas in g diversif ication of Ar gen-
tin a industrial production. Followin g the earlier develop-
ment of the f oodstuffs indus tr ies, extensive o·rowth has 
been realized in many fields, amon g them the imp ortant; 
paper , rubber, gl assware , metallur g ical, chemi cal and 
pharmac entical industries. 
In 1935 a t otal of 37 , 912 manufacturin g est a-
b lishrnen ts were re gister e d in Ar gentina , these employed 
459, 218 workers and paid wages and salaries totaling 636 
million pesos (208 million dollar s) . By 1939, at the out-
break of the war in Europ e , the numb er of e stabl ishments 
h ad increas ed to 49 , 855, employin g 617, 386 per sons and pay-
in g wag es and salaries amoun tin g t o 905 million p esos ( 279 
mi llion dollars ). After the b e ginnin g of the v:ar, an d the 
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closin g of many f orme r sources for imports of manufac -
t u r ed articl e s, industrial activ ity increased sharply. In 
1 941, manufacturing enterpris es were 53,249 with an in-
crease of 40% over the total in 1 935; the numb ers of p er-
son s employed was 727 , 8 67 ( 58:/b :l.ncrease) and total salar-
ies an d wa ge s paid was 1,043 million p esos or 31 0 million 
dollars 64% increase) . 
ft~d finally in 1946 industrial establishments 
amounted to 65,000. ( Se e tab le # 1 3 , fl 14 an d fiL 15 from 
the Di r e cc i on Gen eral de Estadistica y Censos d e la 
Nacion). 
The prin c ipal industrial are a (see tab l e :// 1 6 ) 
is Buenos Aires, which includes: fri gorificos, machin ery 
manufac turing and assembling plants, flour mills, brewer -
ies, tire and rubber- good s factories, wool mills, tannin g 
and l eather good s industries, p or t land cemen t, oil-refinin g 
p l an t s, oil seed mi lls, a n d textile , chemical and pharma -
ceut1.cal pr oduction. Minor indu s t rial center s are: 
Rosario, with oil refineries , pap er mi lls, fri gorifico s 
and tannin g indu s tries; Sant a Fe, with zinc and copp er 
meltin g plants, flo wer mi ll s an d dairy products; ~ endoza 
and Neu quen , with wineri e s and fruit-proc es s ing p lants; 
'l'ucuman, with sugar mi lls; the Chaco re gion, f or cotton 
g i n s an d sawmi lls; Comod oro Rivad avia and 2ahia Blanca with 
oil refin i n g p lan t s. 
Ivlininp; . Ar gentina min i n g industri es are small and accoun t 
for on l y s mall ::'raction of the total industrial output. 
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Although the progress realized betwe en 1 935 and 1943 was 
t ruly amazin g (table !-/ 17), the location of the min i n g area 
(which is in the Provinces o f Cordoba, Yujuy, San Louis and 
the territory of Neuquen and therefore most of the mines 
are not only many h undred mil e s from the coast but many of 
them are at high altitudes where water and f uel are scarce) 
and the poorly developed system of inland transportation 
have confin ed the actual minin g operations to produ cts such 
as tun gst en, tin, gold, lead, zinc, and silver ores, which 
are of sufficient value to defray the hi gh costs of trans-
portat ion an d still have a profit. 
The output of non-metallic mi.nerals (tab le # 1 8 ) 
approximately d oubled i n volume b etween 1935 and 1943, but 
they d o not y et represent an d important sources of national 
wealth. 
Ar g,entina bef ore the war was a v ery h e avy imp ort-
er of coal (3,000 , 000 metric tons) but durin g the war t hi s 
quantity was slightly reduced (35,406 tons in 1943 and 9753 
in 1944) . Domestic production is o f cheap qualit y ( as phal-
ti te of pe trole1..m1 origin and without evidence of v e g etab le 
structure) and it is used for fuel. The reserves are said 
to be lar ge, superficial deposits alon e b ein g e stimated at 
more than 300 million tons. 
In thes e years b ecause of the shortage of import-
ed fuel, hi gh prices and governmen t help , the extraction of 
coal has increased rapidly, from 9,120 tons in 1940 to 
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75,000 tons in 1 943 and a ll t he output is consumed within 
the country. Tr ue coal ( sub- bitumi n ous ) is :Ln 'J e r y little 
quantity , (aiJout 5 , 000 tons in 194 2) at l 2as t f or now . I t 
is mined in the Territor y of Ri o Ne gro a nd the Pr ovinc e of 
San Juan; exploratory drilling s hav e revealed othe r d e -
p osits of good quality in the Territor ies of Neuquen, 
Chubut, San t a Cruz and in the Province s of La Rioja and 
.S an Juan . 
P etrol eum. Produ ct i on o f crude petroleum an d the refinin g 
of p etroleum products occupy an imp ort ant p lac e i n the 
Ar g entin e economy . In 19 42 Ar e en t in a r ated third runon g the 
Latin fi~eri can Countr i e s i n t he production of crude p e t ro-
leum , and eleven th amon g world p r oduc ers. 
The Territori es of Chubut, the Cormnodors Riva-
d avia Fiel d an d Neuguen and the Provin ce s of Salta and 
Men doza have the most j mp ortant oil f i e lds. From 14 mil-
l i on of b arrels in 19 34 the output r eac h ed 25 mill i on in 
1 943 showin g a steady incr ease . (t a b l e # 19) . 
Most oil fi e l ds ar e owned by the government 
through the Yacimientos Petroliferas F' iscales (Y . P . F' .) 
whi ch accoun ted for· 67 . 5Jb of the total outpu t in 1 945 , 
whl l e pri vate companie s accoun ted for the r emainder . (s e e 
tab l e# 20). All t he crud e p etro l aum extracted is consumed 
wi thin t he coun try in the r efinin g of derivativ es and by-
~9roducts. 
Refin eries are own ed mostly b y the Y. P . P . , an d 
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the most important are s o distri l:mted : 11 in the Province 
of Buen o s Aires , 2 in Salta, 2 in Chubut, 2 in Neugu en lin 
1-.!lendoza an d l i n Santa Fe; in ad d ition the:se are a b out 40 
small er u lants operatin g in v arious p laces. 
Thi s industr y t en d s to grow more and more, al -
though t h e explo i tation an d develo:9ment of n ew o i l fi e l d s 
is r e tarded ~y acute shortage s of drilling and othe r o i l-
well e quipment. 
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Chapter 8 • 
.Legislat i on and @;eneral Polic-y towards Direct Invest -
men ts ~-ade by For eign ers . 
Government Tyue 
Argentina has a Federal Government with a Con-
stitut ion modeled on that of the United State. The coun -
try is d ivided into 14 Provinces, 9 National Territories 
and a Federal District. The Pre sident of the Republic 
h ead s the execut ive p ower an d is elected by indir ec t bal-
lot for a period of 6 years : he j_s assisted by a Vice -
President elected in the same way . The Senate and the 
Chamber of De ·outies exercise the l e g islative power: De-
outies are elected by p opular vote and Senators by the pro-
vinc j_al le gislatures and by po~ular vote in the Fed eral 
Ca p ital. 
The judicial p ower is represented by fe d e r al , 
civil, commercial an d criminial jurisdictions. Jud g es are 
n a med by t he Pr esident and confirmed b y the Senate and can 
be r emoved only by impeachmen t - tried before the Senate on 
a mot i on from the Chamber of De puties. 
The Ar gen tin e Constitution grantin g to the Pr esi -
den t "national in t erv ention 11 an d "st a t e of si e ,R; e 11 oo'JI.rers 
·- ~ 
makes him practically a d i ctator, because , throu gh thes e, 
constitutional civ i l guarante es can be suspended . 
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I.aws a nd Economi c Ev en ts 
'l'he character of t he presen t gove r nmen t under 
PresiQent General Peron is national i stic wi t h many social-
i stic feat u r e s; and the general p ol i c y has the final g oal 
of maki n g Ar c entin a self-sufficient as p ossib l e i n e v er y 
econ omic field. Accordin g to t h is purpose , which wa s ~ e­
clared in 1943, a lon g, serj_es of e conomi c facts took place 
i n 1 946 under gov ernmental action . I n March 1946 the Cen -
tral Bank wa s como let e l y nat i on aliz ed " in order to concen -
trate the financis.l an d e conomi c p ower s o f t h e nation " and 
i t was g i 1r en control of a ll f or e i gn exchan ~ e op erations , 
b ank loans an d d iscounts, issuance of coin , p a per money 
and government b on d s . Supervision p owers were a l so gr ant -
ed to t he Centr al Bank on the other i mp ortan t insti t u tion s 
as Ean co de la Na cion , Banco d e la Provincia de Bu en os 
Aires, Ban co Hi pot ec ario , Ba n co I n dustr i al, Banco f,~,_, n ic :i. };) al, 
and several semi-autonomous cr edit a gen cies. 
In rJay a new governmen t a g ency " The Ar g entine 
Trade Promot i on In stitu te" vras estab lished, an d p laced 
under the admin i s tration of t he Central Bank, wi th the 
av.th ority of e x clusive contro l over the export of a gricul-
tural and livestock products, includin g the de t ermination 
of pric es, an d with the p ower t o ne g ot iate b i late ral a gr ee-
men ts with fore i gn governments , provid in g for an exchan g e 
of spe c ific commoditi e s. 
In t he same month t he Cornmercial Code was revis ed 
48 . 
and the Government was allowed to join private cap ital in 
the ~wnershlp and manag ement in every business venture it 
d esires to develop, and to form so called mlxed-comp anies. 
Through this semi-official type of corporations started the 
purcha se of f oreign owned concerns: the United Hi v er Plate 
'l1 e lephone Comp any from the International 'I'elephone and 
're legraph Co., almost all g as servic e s companies , the Hail-
road system from British and French own ership, a packin g 
p lant. In the chemical fi e ld the Campania National para la 
Industr ia Quinica was formed with mixed capital; in the 
commercial aviation appeared four compan 1 es of this ty-pe; in 
other word s forei gn capi tal is goin g to be bought out or 
sque e zed out. The government tri es to eliminate for e i gn 
cap ital controllin g a specific b ranch of the national 
econ omy either by a buy in g action or by creatin g a govern-
ment sub sidied competition. 
Although this principle is ::;nforced through many 
laws controlling remittance of funds abroad , taxes on ex-
c e edin g profits, i mport restrictions, and other discourag -
ing condi tions as t he go ··: ernment p o·we r of apply ing pro-
p erties of all kinds, exce p t those protected by diplomatic 
irnrrn.m i ty or sp e ci a l laws , and of usin g plants, workshops or 
equipment for a 11 just indemnity", some forei gn corporations 
whos e activities are of 1J i g in t erest for the country are 
enjoyin g even monop olist i c positions guarat e e d for a cer-
tai n number of y·ears, lJy the government: as a U . S . manu-
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facture of telephone equipment, and another one of p eni-
cillin. 
President Peron stated that 11 forei gn capital that 
d oes not come to exploit our people is welcome 11 and be made 
clear that short term capital is not desired. Corporations 
are not discr i mined ( except in the shippin g and insurance 
field), profits might be larg e and attractive, but remit-
t ances abroad are seriously difficult, almost impossible. 
The a b sentee capital does n ot find the best investment in 
Ar gentina, moreover railways, aviation, publ:i.c utilities, 
oil, b anl{in g and insurance can b e considered closed to 
fore:i.gn capital. 
From 1946 it mi ght be said that a new economic 
era starts for Ar gentina: fr om economic system almost com-
p letely based on foreign capital and managment, and durin g 
which investments were made only for the purpose of big 
and quick returns of colonial type, Ar gentina tries to be-
come a modern industrialized country, economically self-
sufficient, wi th a people who, even if most of forei gn 
b irth, consider Ar gentin e as their fatherland maki ng it 
permanent livin g place. 
Ri ght to do Business 
The status of forei gner d oes not in g eneral con-
stitute a limitation on the ri ght to en ga g e in business in 
Ar gentin a. 
As regards forei g;n companies , the commercial code 
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merely imposes cert a in cond ition s which v ary with the man-
ner in wh ich opera tions are to b e carried on: 
a) a fore i gn comp a n y with n o estaolishment or r e-
pres entat ive i n Ar gen tina may fr e ely carry on 
occasiona l lawful commercial a cts therein or 
trad e directly wi th res idents in Ar g ent i na. 
b) firms or gani z ed a broad whose princip al opera t ions 
are carr i ed on in Ar gentina are re garded for all 
pur p oses, the same as d omestic firms an d are sub-
j ect to the same r equirements a s an Ar gentin e 
enterpri s e. 
There are however, l imitations s p ecifically provide d in con -
ne ction with t h e estab l i sbrrten t of b anks, in sur ance com-
p ani e s, mi n 5n g and petroleuiD compani e s, public utilities 
and the manufacture of armaments. 
General Policy towards Forei@~ Investmen t 
From the actions taken by the Gov ernment since 
1 9 43, from the laws enforced an d the gen eral political v i e w 
of Ar g entine, the followin g p r i nciples mi ght b e d edu cted: 
1) This country tries to industr i alize its economic 
s yst em f or reachin g the self-suffici ency that is 
enj oyin g in the a gricultural field . 
2) A general protectioh i sm h elps t h e d evelopment of 
in dustrializat i on, keep in g out for e i gn comp etition. 
3 ) Becau s e of socialistic influence, t h e lar ge st 
ma nufactur ers, institution s a n d public servic e s, 
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of so called "nation a l in t er e st 11 are nat i onalized 
or are go :i.n g to b e. 
4) A trans f ormation of the "status 11 of the p opulation 
is going on from an "emi gran t 11 to a p ermanent ci ti-
zen mi n d . Although the amendments and inter-
pr e tations have chan ged it completely, the law of 
1 948 requlrin g that everyb ody , e x c ep t few cases, 
cannot reside for mor e than two years i n Ar g entin a 
un less citizen is hi gh ly significant and self-
explanatory. 
Ac cordin g to t h e above p i n ts, the p olicy towards 
d irect for ei&-'1 investments can b e summarized i n this 
way : 
a) large direct investments concentrated i n such 
a d e gre e to affect t h e economy of the c ountry 
are considered very suspic iously by the g ov ern -
ment an d they run the risk of b ein g b ou ght out 
n ot certainly under t h e be st condit i ons for 
the owners 
b ) smaller direct investments than thos e in let-
ter a), although facing con trol on r emit tanc -
es of profits a broad, can b e sin ce n ow, attrac-
tive but t h ey d o n ot offe r any certain ty for 
the future. 
c) f ore ign d ir e ct investments made by p ersons who 
de sire to fix t her e a perman ent residence, are 
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certainly very attractive , either as profits 
or p ossibility of exp ansion and constitute at 
present time the n1ost safe and reliable t ype 
of inves tmen t in Ar gentina. 
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Chapter 9. 
American Direct Investments: thelr Developmen t. 
History and Present ~ituation 
Although accur a t e fi gures as to the value and 
t ime for the earlier American direct investments in Ar g en-
tina, are not availabl e , it is nevertheless possible to 
claim that the Amer i c an stake in this country i s of lon ger 
st andin g that is generally realized. 
General .c.lectric opened a branch sales in Duen os 
Aires in 18 9 9 , followed in 1 903 b y the Unit e d Shoe Machi -
nery Compan y an d i n 1905 b y the Sin ger Sewing Machi ne ~o . 
I n the d ecad e b efore the first World War U . S . manufactur-
ers of ink, printing machinery and office s p e ci a.lties also 
op ened offices an d u.s. oil companies started to b e active. 
Because of t h e i n creasin g i n terest of U.S . investors i n 
Ar g ent i na, the Nat i on al City Bank established a br anch i n 
Buenos Aires on Nov. 10, 1914, a n d a branch of t h e .r· ir s t 
Natlonal Ban k of Boston app e ared in 1 917 . Befor e the war 
the most important investments were made in p ackin g plan ts, 
but durin g and after the war b r anch fact ories of u.s. mass-
production indu str i es a p p ear e d, to turn ou t motor cars, 
el evators, h arvesters and other a gr i cultu ral e quipment . 
Two U.s . control led oil comp an i es ere c ted refin-
er i e s an d on e of t he se also manufa ctured lubrif ic an t in -
s e ctj_cid es an d other p roduct . Late in the 20's U. s . ut i li-
t y i nterests made substantial l n vestments , and an U . S . 
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company a c quired control of the British owned telephon e c om-
p any . In 1934 $ 20 mi l lion were i n v es t ed in t h e c ement in -
dus try b y a U . s . concern an d in 1 935-1937 l arg e investmen ts 
have b e en mad e in various industries as b akin g p owder , cot-
ton spin "· ing , weavin g , dyein g and finishin g ; t e l ephon e e quip -
men t; f oun tain pens; ye a st; cotton gin s, compresses and oil 
mi lls; f a bricated steel p roducts; r ayon y arns and chemi c al 
p roducts. 
In 1 936 the d irect U.s . i nvestments in Ar g entina 
were estimated as follows (P au l D. Dicken s, U. S . De pt. of 
Commerce, Econ omic Series No. 1, 1 938 ): 
Manufacturin g 
Sell in g 
Pu b lic u tiliti es an d transportation 
Miscellaneous 
'I'otal 
F'i gure No. 4 
$ 8 4,245,000 
28 ,357, 000 
155,49 6,000 
8 0,170,000 
~I!> 348,268 , ooo 
By t he end of 1 9 40 the u . s . Department of Com-
mer ce estimated a total of ~[i388 , 000,000; an d this amount i n -
creased to ~i497 ,500 ,000 0n Ma y 31, 1943 (National Adv isory 
Council of In t. Monet ary and l' 'inancial Problems i n the 1 947 
rep ort to the u . s . Senate). An Ar gent ine statistic (see 
tB.ble # 21) classifying the forei gn inv e stments by c oun-
tries shows u . s . in t he s ec on d position with 1,771,254 ,000 
p esos (lpe sos = ~0 . 3266) or the 19.6% of t he total forei gn 
investme n ts. 
Being the u . s . i nv es t ment s main ly in the utili-
ties fi e l d , and the industri a l investments i n oper at ion s of 
ass embly of imported p art h a ving suff er e d from 1943 sinc e 
55 . 
a t rJre s ent time the a ct i on of the Ar gentine Governmen t as 
de scribed in chapter 8 , t he U . S . investors are n ow very 
p oorly attr a cted b y this country and the total amoun t of 
investments wi ll sensibly de crease. 
Competition wi th Gov ernment-Owned Compani e s 
Es p ecially since 1946 the Ar gentine National 
Government has directly and ind irectly extended its influ-
en c e over man y sectors of Ar gentine business, and through 
the central bank controls are exercised ov er credit and 
for eign exchan ge. 
The Ar g en tine Trade Promotion I nstitute exer -
ci ses a monop oly ov er the export of grains, me at, hides, 
v e g etable oil s, etc. and is also en g a g ed in i mportin g of 
veh i cles, machinery and i n dustr i al e quipment . 
The Yacim.ientos Petrol i f eras ~ i sc al e s, a g overn-
men t p etroleum organization d ominat e s the p roduct i on and 
t he market of petroleum products. The Ar g en tine Stat e 
Rai lway s hold s almost t he entire common -c arri e r mile a g e 
a ft er the purchase of the F'rench and the British own ed rai l-
ways . 'rhe Stat e Merchan t B'l eet compe tes with priv at e Ar g en -
and for e i gn shippin g compani e s. 'l 'he manufacture of mili t a ry 
materials and t he developmen t of certai n basic industr ies 
are a l mos t a monopoly of the governmental l~' abricaciones 
JV! ili tare s. Moreov er, t r...rough the e st abli srunent of mixed -
companies the government has entered such fields as com-
mercial aviati on , se cu rity inv es tment, insurance minin g , 
' 
telephone , st e el - production and gas -service. 
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The electric-power facilit~es are lar gely under 
private ownership, but the national government's develop-
ment program envisages an integrated, publicly owned power 
system. 
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Chapter 10. 
Personnel, Salaries, Wages and Labor Le gislation. 
No proportion of nationals is requir ed by the 
Ar gentine 1 ws in employment matter, although special im-
mi gration laws do not allow, in g eneral, a foreign worker 
to remain after two years if b.e has n ot applied for the 
citizenship . 
Imported personnel is under a handicap with re-
spect to legal status an d social security, salary deductions 
for old-a~e pensions , income tax, retir ement funds, local 
vacations and home l e ave are either dual or of d oubtful 
status: when the . employee g oes back to h is country he loses 
his local b enefits. 
A scarcity of lab or, especially skilled, exists 
due to a reduction ln working hours, which naturally called 
for more shifts and additional lab or to keep industrial 
operations going. 
This scarcity is faced by an immigration p lan: 
skilled workers of for e i gn countries are selected by t h e 
Ar gentine gov ernment and brought in at the Government 's 
expense . 'l 'his source of new labor seems to b e fruitfu l: 
while in 1946 only 4,422 immi grants entered the country, in 
1 947 they were 39,114 and in 1948 reached 100,000. 
La b or ers are generally or ganlzed in the pro-
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gov ernment 11 Confederacion General de Trabajo ( C .G . T.) 
whose memb ership is over 3,000,000 and in i ndep endent labor 
unions with a memb ership of about 400,000. 
Salaries and wag e s are g·enerally less than paid 
. for similar employment in the u.s . Le g islation now regu lates 
the condi tions of employment, such as wag es an d salaries 
rates, b onus payments, holidays and promotions. The trend 
is for higher s a laries, (considering 1938 as 100 the wages 
in d ex for August 1948 is 284 accordin g to the Bureau d e 
Statistique des Nations Unies), stimulated by the lab or 
unions through slow-dovm tactics, strikes, factory shut-
d owns and related disturbances. Personnel may not be di s-
char ged without notification in writing or payment i n lieu 
thereof, that is, one months notice or one month's p ayment 
must be g iven to an employe e who has worked up to flve 
years and two months, if over five years. In addition, or 
half month's salary must be g iven e a ch year of s erv i ce, 
using the avera g e salary earned. In no case may the i n-
d emnization be less than one month's salary nor mor e t han 
500 pesos for each year of service. All commerc i al em-
p loyees mu st be g iven vacations, but the period ma y b e 
selected b y the employer. The sp e cified vacation periods 
each year vary accordin g to the length of service: up to 
five years, ten d ays: more t han five years, fifteen d ays; 
an d more than twenty years, thirty days. 
There is r e tirement and pension le g islation 
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applyin g to commercial employees of all classes and wa ~£ e 
earners either on a permanent or · temporary basis. Minors 
(under 18 ), farm help , hand workers, domestics, or person s 
engaged in the liberal professions are not included. 
in 
Funds for retirement and pensions are obtained 
the following mann er: 
( l) 
(2) 
( 3) 
7'fo of the salary is contributed by the employee; 
9% of the salary is contributed by the employer; 
2% of the total pay roll is contributed by the 
employer to provide for years of service prior to 
enactment of the decree; 
(4) 1% of the salary is paid by the employee to cover 
his previous years of service 
(5) sales tax in the form of a sta~p is affixed to all 
classes of merchandise with the exception of medi-
cines. 
Thus, an employer pays to the national pension and 
retirement fund 9% and 2% or a total of ll pesos on every 
100 pesos of wages p aid . 
F'emale employees, upon a written certificate from 
a d octor statin g that child-birth is expected viithin 6 
weeks, are free to leave their work. Their positions must 
~ e reserved for t hem dur ing that period. After return to 
work they mu st be accorded an interval of 15 minutes every 
3 hours. If numerous women are employed, adequate nur sery 
facilities mus t be prov ided. Women may not b e employed in 
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any dan gerous or unhealthful work or industry. Each f emale 
employee must be affiliated wi th the " Caja de Maternidad 11 
(I'flatern i ty F'und). Both employe es and employers are re-
quired by law to contribute to t h is f ine fund. 
Ranchers and farmers a re sub ject to the F'arm 
Labor Law, whi ch e stablishe s a minimum monthly s a lary of 
6 0 to 80 p e sos for . the lowest - paid work, depen d in g on type 
of work an d part of the country. Vacations must be g i ven 
with pay; medical c s.r e and medicine mu st a l so be p rov ided . 
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Chapter 11. 
'l'axes on Business 
In Argentina taxes are levied a) by the Federal 
Government throu ghout the whole country b ) b y the Federal 
Governm:ent in the Federal District (City of Buenos Aires) 
and in the National Territories c) by the provinces author-
ities within the jurisdiction of the individual province. 
Under a the types are ; the income tax, the e x -
c es s profits tax, the cap ital gains tax, the sales or 
transactions tax and the excise taxes; under b: the stamp 
tax , the real property tax and the license tax; under c 
the stamp tax, the real prop erty tax, the license tax and 
taxes for •Nater supplies, sewage, street clean i n g and for 
other services rendered by the municipal or ganizations. 
Without enterin g i n too many details, because to o 
mu ch subject to chan g es, we will discuss the general prin-
ciples involved in the main business taxes types. 
In come Tax 
(Decr ee 10,435 of Apr i l 1 8 , 1947) 
The income tax i s applicab le to the net income of 
individuals and busine ss or ganizations on earnj_n g s der i v ed 
fr om cap ital, thin g s or I'i gh ts which are situated or used 
commercially within the coun try as well as on income de -
rived from the exercise of commercial or civil activities 
or from gainfu l employment within the c ountry. Everyb ody , 
even individuals temporarily in Ar gentine is tax a b le on 
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income received as describ ed, and only exemptions are: 
.fed eral, provincial and municipal governments and insti-
tutions belon g in g to them; so called mixed companies in 
respect to inc ome pertainin g to such government partici -
pation; the profits of cooperatives; income of reli gious 
institutions, che~itable bodies, mutual aid s ociet ies; in -
terest on savin g s accounts up to 50 pesos per annum; 
insuran ce benefits, accidents, sickness compensation; the 
ri ghts of authors and composers up to 6,000 pesos per annum; 
and the renumeration paid to diplomats, cons e lor a g ents and 
other representatives of forei gn gov ernments in the exercise 
of their official fun ctions. 
The tax on domestic corporations, and forei gn 
corp orations with p ermanent establishments in Ar g entina, is 
15% of net earn:tn gs, or of dividends declared, whichever is 
greater. lm additional 57~ is collected on divi dends re-
mitted or credited a broad. ~In order to prevent evasion of 
this 5% tax, 12% of dividends distributed within unless 
identification of the stock ownership is satisfactorily es -
tab lished with the income t a x authorities.) In the case of 
joint government-private corporations (soci edades mixtas) 
the income pertainin g t o gov ernment participation is not 
subject to the corporate tax. 
Remittances or credits of any class o.f income from 
Ar gentine source to a company a bro ad , either d irectly or 
through an a gent or other representative in Ar gentina, are 
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subj ect to t he total t ax. of 20;''; , which i s withheld a t s ource 
f or income t ax. purpose~. This t ax appl ies to remittances 
abroad of interest or o t her inc ome from bearer b on d s or 
other b ear er secu rities ( e x cep t shar es of stock). Remit-
tances abroad of d i v i dends or other in c ome from b e ar er 
shar es of stock are sub ject to the 5 % t ax , as noted a b ove , 
i n a dditi on to the 15% tax. on corporate inc ome deducted at 
source wh en the div i dends ar e declared , making , in effect, 
a total tax of 20%. 
In c a l culating the income tax corpor a tions are 
entitl ed to deduc t the corp ora te tax paid on d ividends re-
ceived from other companies. 
Absentee Tax 
Corp or a tions (and other con:pani es in ·whi ch ovmer-
ship is r epre sen t ed by shares of stock) or ganiz ed or d omici l-
ed a br o ad which obtain i n come from f ar min g or s tockr aisin g , 
whe ther as owners or l e ase e s of t he land, or income from 
Class l ( ovm ersh ip of real estate) are sub j e ct to a surcharg e 
of 30% of the n ormal corpor a te tax on the income derived 
from such source. A comp any is considered to b e or ganized 
abroad when its b onrd of directors, or administr a tive 
officers f un ction out side the boundaries of Ar gentina, or 
i ts stockholders' me etin g s are held a broad. Domestic cor-
p orations with b oar d of d irectors or a dministrative of ficers 
abroad are likewis e sub ject to t h e absentee surcharg e a s are 
those which r emi t or credit abroad 50% or more of the earn -
in g s or d ividends d erived from the activities s u b ject to 
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such su rchar ge. 
Sh areholders Tax Position 
Shareholders are allowed a d educt i on of 1 5~~ on de-
cla r i ng income from divid ends (whi ch i s e quivalen t to the 
tax paid on decl a r a tion of div iden d s b y the c oppor a t ion ) if 
their tota l tax liability is equal to or greater than 15~&. 
If, on the contrar y, total t a x liabi lity repre sents less 
than 15% of total taxable i ncome, then the allowable de-
duction of the shareholder in resp ect to dividends is limit-
ed to such lower rate. 
De ductions for Reinvestmen t j_n Industry 
(Decree 10,435 April 1 8 , 1947 and Law 12,922 
of January 10, 1947). - Accord in g to the general p olicy of 
the g over nmen t, in favoring the industrializ a t :t on of the 
country, provided not less than 30% of taxable profits one 
reinvested dur in g any f iscal year for the purpose of in-
creasin g productive cap acity by exp ansion of p lant or for 
the establishrnent of new manufacturing or processing in-
dustries, the followin g deductions are granted: 
10% on increased cap ital i nvestment representing 30% of 
taxable profits 
20/~ on increased capital investment r epresentin g from 30% to 
40% of t axable profits 
30% on increased c api t a l investment representing from 40% to 
50% of taxable profits 
40% on i n creased capital investment representin g from 50% to 
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60% of t a xable profits 
50% on increased capital inves t men t representing from 60% to 
70% of taxable profits 
60% on increas ed cap ital investment representing from 70% to 
so% of taxable profits 
70% on increased c ap ital i nvestment representin g from 8 0 % to 
90% of t axa b le profits 
80% on increased capital investment representin g from 9 0% to 
100% of taxab le profits 
Figure No. 5 
E!cess Profits Tax 
(Decree 21702 of August l8, 1944 an d Law 12922 of 
January 10, 1947). - Earnin gs in excess of 12% of cap ital 
and free reserves (that is the d ifferen ce between assets and 
liabilities ad justed in a ccord ance with the prov ision s of 
income tax re gul ations and tho s e specifically con tained in 
the excess profits tax regulation s) are defin ed as excess 
profi ts and, after a llowable deduc t ions, are taxed as follow: 
10% on such excess profits up to 5~ of cap i t al an d reserves 
15% on such excess prof i ts f rom 5% to 10% of cap ital and 
reserves 
20% on such excess profits fr om lO~b to 15% of capital and 
reserves 
25% on such excess profits '.from l5J~ to 20% of capital and 
reserves 
30:~ on such e x cess prof i ts from 201~ an d exc eeding 20% of 
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cap ital an d res e r ves 
F' i gure No. 6 
Ca pital Gain Tax 
(Decree law 143 42 May 20, 1946; law 12922 January 
10, 1947 and law 12965 March 28, 1 9 47).- Profits or gains 
not othe r wise t axa b le under the provis i ons of the income 
laws, in excess of 6,00 0 pesos is sub ject to a tax of 20% 
under the capital gains l e gisl a tion. The tax is applicable 
to profits from operations in real estate or other forms of 
proper t y , securities etc, but loss s s may be offset a gain st 
profits o f the succeedin g f our years. The capital tax is 
witlihe l d wher ever possible and for t h is purpose notari e s, 
auctioneers, brokers, commission a gents and other inter-
me d iaries are desi gnated as retention a g ents, sub ject to the 
penalties for violat i on estab lished in the respe ctive law. 
$ales or Transactions Tax 
( Law 12143 Dec ember 28, ·1934 an d Decree 56468 
F'ebruary 25, 1 935). - All commercial tr an saction s are 
subject to a tax on the net tot a l. The rat e of t ax is 
1. 25% on all merchandise in domestic tr a de or for export. 
Re sponsibility f or payment of the tax, which is applicable 
also the shipments to par en ts companies an d branches, res ts 
wi th; 
a) producers and manu facturers, wi t h r e s pec t to s a l e s 
ma de within the coun try 
b) importers, for the sale of import ed merchandise and 
c) exporters, for the sale of merchandise shipp ed from 
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the country for their own account or for ac count of others . 
Stamp Ta x 
(Decree 12143 Decemb er 28, 1934 and Law 12922 
January 1, 1947). -It is a documentary tax: on practi-
cally all commercial transactions stamps or the use of 
stamped paper are required: some times the rat es are fixed, 
irrespectiv e of the amoun t involved in the transaction, more 
often the general proportional rate of 3/10 of 1% of the 
amount involves is a ppli ed . 
Public instrtunents issued in connection with 
purchase s and sales, trade s of property issues of specially 
secured deb entures are sub j e ct to a stamp tax of 4 / 5 of 1 %. 
Excise Taxes 
i\Tany comrnodit ies are t axed with 11 i mpuestos 
internes"; amon g them a re: tobacco, wines, a lcohol, tires, 
p e troleum products, matches, sugar, perf ume s, toilet pre-
p ararations, beer, silk , p lay ing cards, cigarette li ghters, 
etc. 
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Chapter 12. 
Buyin g Pow er and Marketin g Areas 
F inancial Cond itions 
To hav e a clear p ictu re of the buyin g p ower of the 
Ar g en t ine pe ople is n ec e ssary to con s i der the following 
s t a tistica l data published b y the Statistical Office of the 
United Nat i ons: 
a) mon ey supp ly: from 1 049 million pe sos in 1 937 the 
currency circulation increased to 5782 M. P . i n 1 948 
b) d ep osits in commerci a l banks at the end of 1947 
were 1 2 , 992 ,500,000 pesos and postal s avin g s tot a led 
607 ,400, 000 pesos. 
c) gold reserves (value in u.s . dollars) f rom 473 
mil lion in 1939 de creased to 142 millions in 1 948 -
1949 . 
d) forei gn e x chan ge res erves (value in U . S . dollars) 
from 749 mi llions decreased to 540 millions in 1949 
e) the value of imports a gainst exports, in millions of 
pesos, is: 
1 945 
1946 
1947 
1948 
1 94 
4 46 
500 
Exports 
208 
331 
444 
500 
From the a b ov e data it derives that at the present 
time the tendency is toward inflation, although the Ar gen-
tin e Gov ernment is tryin g to stop t hi s trend controlling the 
forei gn tr ade an d , t hr ough bilate ral a gLeements, is try i ng to 
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overcome the s o-called dollar shortage. 
Exchan~e Rates. In u.s. cents per one p e so, without con-
sidering the effects of the devaluation of the pound in 1949 
because these are n ot yet stabilized, are: 
Preferential 
Basic 
Free 
1937 
30.96 
30.96 
30.03 
1 947 
26. 81 
23.64 
24.51 
1948 
26.81 
23.64 
22.47 
The industrial wt::v:, es increa ~J ed steadily from 1938 
and although the general items, and the food prices followed 
t h e uptrend, the economic conditions are greatly improved 
an d c onsequently the standar d of living has become hi gher. 
Considering 1937 as the index year for wages a nd 
cost of living , their proportional increases is represented 
as follows: 
Year Wa ges Cost of living 
All items Food 
1937 100" 100 100 
1938 100 99 95 
1939 102 101 96 
1940 102 103 97 
1941 105 106 101 
1942 112 112 110 
1943 119 113 112 
1944 130 113 11 6 
1 945 142 135 133 
1946 177 159 161 
1947 247 180 1 8 5 
1948 28'7 190 190 
Figure No. 7 
The distribution of income by economic groups, as 
reflected by income tax returns for 1946, is: 
Net Income (in pesos) 
sub ject to t ax 
less than 5,000 
Tax returns filed in 1946 
Number Percent 
55,171 44.4 
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5,000 to 9,999 30,003 20.5 
10,00CJ to 14,999 "15 ,218 10.4 
15,000 to 19,999 8,974 6.1 
20,000 to 24,999 5, 663 3.9 
25,000 to 49,999 12,297 8 .4 
50,000 to 74,99 9 4,052 2 . 8 
75,000 to 99 , 999 1, 918 1.3 
100,000 to 149,999 1, 605 1.1 
150,000 to 199,999 656 . 4 
200,000 an d over 1,086 .7 
l'' i gur e No • 8 
The buyin g p ower of the Ar g entine pe ople, al-
though far from tha t of the average u.s. citizen, mi ght b e 
considered at the present t ime, satisfactory and a product 
meeting the needs and the habits of the population has a 
very lar g e and profitable market. 
1\G:arke ting Areas 
Buenos Aires is the distribution center of Argen-
tina. Appr oximately 90% of the lmports and more than one-
third of the exports of the Republic pass tbrough this city, 
an d most dome stic industri e s are located in or near it. 
Rosario, on the Parana, is the second port of Ar g entina- the 
shippin g point for cereal and other a gricultural exports of 
the central and northern Provinces, and the d istribution 
center o f a gricultur a l and gen eral supplies for this region. 
Bahia Blan ca, in the southern part of t he Pr ov i nce 
of Buenos Aires, is an important p etroleum distribution base 
and serv es as the exp ort cent e r for grains an d wool from the 
southern part of the Province of Buenos Aires and the north-
ern Patagonian reg ion; Rio Gallegos, in the Territory of 
Santa Cruz, i s the commerc ial center and port for the south-
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ern Patagonian re gion; Santa Pe, farthest inland port on the 
Parana River for ocean-goin g vessels, handle s much of t h e 
traff ic of the Chaco region. 
Corrientes, about 600 miles fr om Buenos Aires, is 
of growin g importance as a tradin g center for the north-
eastern region. Posadas serves a s t h e d istributing center 
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f or the Alto Parana re gion. Tucuman, center of the sugar 
industry, is the largest commercial cent er of northern 
Ar gentina. Men doza, commercial center for we s tern Ar gentina, 
serves as a terminal for traffic between Ar gentina and Chil e 
and is the center of the w:'Lne industry. Ar gentines are 
predominately of southern European origin and are concen-
trated in few urban areas. The total population is 1 6 ,109,000 
(194? census) of which 3 ,061,542 live in Buenos Aires. 
Chap ter 1 3 . 
Future Possib ilities for American Investors i n Ar gentina 
and Con elusion 
~ ith a government controlled forei gn trade and 
exchange , the nationalization of the most important public 
service s , and the government competition in many economic 
field, conditions are such to discourage for e i gn inves t ment. 
President Juan D. Peron's aim is to make t h e c ountry s elf-
suff icient, without outside funds, therefore the presen t 
o olicy i s against short term investments which were open ly 
declared not we lcomed. 
As it was d iscussed in the preceding chapters, 
s ome line s of Ar .gentine business are closed to outside 
inv e stors: railways, publ i c u tilities, oil, bankin g and 
insurance are ps~tly or wholly run by the gov ernment or 
t hey are marked for eventual seizure. 
In many industrial and commercial line s however, 
t he lon g-ran ge outlook is v ery attractive : incomes aver-
a g e are higher t han i n the majori t y of South American coun -
tries and the people, general l y a ccus tomed to live f a irly 
well, are eager ~uyers of a ll kinds of c onsumer goods. 
Profits are c onsid erably hi gher than in the U . S . 
Many firms still pay dividends of 25,30 or 40% annually. 
Ev en with profit controls an d an excess prof i t t ax , earn -
i n g s are at le a st two or three times as hi gh in the u.s . 
as a rule. 
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Taxes are generally lower and lab or is c onsider-
ab ly cheaner than in the u.s . While the suppl y o.f skilled 
labor is sma ll, unskilled and s emi-skill ed workers can be 
found without too much trouble. Th e marketing areas are 
concentrated , the market for most c onsumer goods is b i g 
an d is expandin g . On the other hand profits c a n n ot b e 
turned into dollars n ow and import restr icti ons and ex-
chan ge controls are likely to continue tight for s ome time . 
As conclusion the outlook for short-t er m capital 
and for absentee canital is n ot at tr active at all . 
An American authority sum~arized perfectly the 
situation as follows: "It a ll depen d s on whether you are 
wJ lling to keep your money J n pesos for several years 
reinvestin g i t as i t grows . I t' s inevi t abl e , however, that 
you' ll be able to take it out in dol l ars some days . All 
you have to d o is to b e patien t". 
74 . 
.Ag_ricul tural 
Years 
1 9 40-19LJ:l 
1941-1942 
1942-1943 
1943-1944 
1944-1945 
1945-1946 
1946-194'7 
'75. 
\ 
Agricultural Production (Wheat) 
Ar ea _ lanted Product i on 
(Thous ands of Hectares) ( Thousands of Metric 
Tons) - -
'7085 
'7300 
68'73 
6811 
6232 
5'7 62 
66'73 
8150 
648'7 
6400 
6800 
4085 
390'7 
5615 
->~C ommercial Pan America, Volume XV, # '7 & 8 
Table No . 8 
.~'~.gr icul tural 
Years 
1940-1941 
1 9 41-1942 
1942-1943 
1 943-1944 
1944-1945 
1 9 45-1946 
1946-194'7 
Agricultural Production ( F' l axs eed ) 
Area P lanted Production 
(Thousands of He ctares) (Thousan d s of Metric 
Ton s ) 
28'75 
2'730 
2474 
2284 
1 996 
1865 
1905 
1'720 
1600 
1348 
1573 
78'7 
964 
1050 
*Commercial Pan Amer ica, Volume XV, # 7 & 8 
Table No. 9 
Agricultural 
Years 
1 940-1 941 
1941-1942 
1 942-1943 
1 943-1944 
1 944-1945 
1945-1946 
1946-1947 
Agricultural Production (Corn) 
Area Planted Production 
(Thousands of Hectares) ( Thousands of Metric 
rrons) 
6098 10238 
5000 9034 
1138 1943 
4412 8'730 
401'7 2965 
3 9 51 3574 
3612 6150 
.;~C ommercial Pan America, Vo lume }'V._ , i~* 7 & 8 
Table No. 10 
Stockralsing ( B~ef) 
1939 1940 
--T otE~l c attl e s l Eru.gl-.cterings 
(000 1 s of heads) ( 1) 8 ,193 7,721 
Beef production (0 00 1 s of 
metric tons) (2) 2 , 048 1,930 
Distribution of b e ef production: ( o·t ) (o 
Exports 33 .5 30 .7 
Domestic consmner demand 66 . 5 69 . 3 
Expor ts of beef and beef products: 
(Metric tons) 
Chilled and frozen b e ef 373 ,534 
Salt ed beef 4 ,187 1, 8 29 
Corned beef 82 , 518 79 ,908 
Dehydrat ed beef 
---- ----
Total 550,778 455 , 271 
Actual volume of b eef ab sorbed 
by expor t s: (Metric t ons ) 
Chilled and frozen beef (3) 543 , 847 437 , 752 
Salted beef 4 ,187 1,8 29 
Cor ned beef (3) 137 , 530 133, 180 
Dehydrated beef (3) 
--- ---
Total 68 5 , 574 692 '7 61 
Grand total of cattle s l augh t er ed , in packlng 
est i mat ed s l au ghterlng on "estani as 11 • 
Average , beef yield: 259 kilograms per head . 
1941 1942 1 943 1 94L1 
8 , 315 7,875 7,435 7, 257 
2 , 079 1,969 1, 859 1, 814 
32 .0 32 .0 28 .7 21.5 
68 .0 68 . 0 71. 3 78 . 5 
376 , 992 37 6 ,007 296 , 81 9 295 ,934 
1, 831 1,49 2 1, 346 1, 287 
1 33 , 313 112,840 94 , 571 115,174 
---- ----
7z 6 64 5z 215 
512,13 6 490 , 339 400 , 400 417,710 
441 , 805 440 , 650 347 , 848 34 6 , 835 
1 , 831 1,492 1,346 1, 287 
222 ,188 188 , 067 157, 618 1 91,880 
--- ---
27 : 371 18 2 618 
665,824 630,209 534,183 5b8 , 620 
plants and s l aughterhouse s, plus ( 1) 
( 2 ) 
( 3 ) Vo l ume processed products shovvn at t heir beef equivalents estimated as follows: 
1 ki logr am chill ed and frozen beef = 1,172 k ilogr ams beef 
1 kilo e:r am corned beef = 1. 660 ki l o6r ams beef 
1 kil ogram dehydrated beef : 3 . 570 ki logr&>Jns beef 
* hl inisterio de Agricultur e 
Table No. 11 
-..::! 
en 
• 
77 . 
LJvesto ck Census 
(In thousands of heads ) 
Years Cattl e Sheep Pi g s Hor ses 
1908 29117 6'7 212 1404 7531 
1914 25867 43225 2901 [~ 324 
1 930 3221 2 44413 3769 9858 
1937 33207 43883 39 E16 8319 
1938 3431 8 45917 3318 8 262 
1942 31460 50902 5707 6757 
1945 34010 561 8 2 801 0 7473 
_,,. Commercia l Pan Amer ic an , '! olume J:V , # '7 & ffi 
Table No. 12 
Ar gent i ne Industrial Census 
As of De c ember 31: 
Le ading items 1939 1941 1 942 
Industrial e stab l isbraents 
Owners and managers 
Employees ( :l.n o.ffices) 
Laborers 
~[embers of families of proprietors 
Primary motors (H . P .) 
Electri c motors runnin ;: on 
ourchased current (H . P .) 
El ectric motors runnin ~ on t he ir 
ovm current (H . ::_.:- . ) · 
El ec tric current purchased 
( 000 1 s of pesos ) 
Wages and sal ar i es paid 
( OO·j ' s of p e sos) 
Value of raw ma t erials 
consumed ( 000 1 s of pesos) 
Value of f ue ls and lubricant s 
consumed ( 000 1 s of pesos) 
Val ue of g oods produced 
(000 1 s of pe sos) 
Value "added" by manufactur ing 
industry ( 000 1 s of pe sos) 
53 , 927 
59,527 
81, 222 
622 ,064 
22 , 222 
2 , 327,578 
1729 ' 668 
313,140 
41, 8 40 
1,123 , 074 
3 , 002 , 061 
128 , 042 
5 ,127, 3 07 
1, 955 , 364 
57,978 
65, 022 
95 , 437 
734,263 
22 , 950 
2 , 407 ,789 
840,208 
354 , 821 
58 , 071 
1, 285 , 090 
3 , 858 , 314 
208 , 036 
6,3 40 , 952 
2,91 6 , 531 
61 ' 766 
70,551 
103 , 46 6 
798 , 449 
25 , 449 
2,522, 862 
893 , 872 
38'7 , 865 
67,492 
1 , 461,284 
4 , 640 , 8 59 
271, 886 
7,679 , 223 
2 , 698 , 986 
* ~inisterio de Haci enda , Dir eccion General d e Estad is tica de la 
Nacion Septemberl, 1943 . 
Table No. 13 
---------------------------------------------------------·-------------
Ar gentin a : 
Numb er of manufacturin g es tab l i s hments and nurr.b er of em-
p loyees, b y industry groups, 1935, 1 939 and 1941 (l) 
Industria l Group 
Pood pr oducts, b everag e s, and 
tobacco produc ts 
Textiles and textile products 
Wetal products (exclu~in g 
machinery ) 
h a chinery and vehicles 
Chemic al and allied products 
Forest produc ts and. t h eir 
manufactures 
Pr i nting and publications 
Leather and leather products 
Cer amic pr oducts 
Paper an d p ap er pr oduct s 
Ru bb er products 
Miscellane ou s products 
Total 
Numb er of estab lishments 
1935 1 939 1941 
11·, 592 
4,725 
3,742 
5 ,049 
931 
3 , 976 
2, 1 94 
1,094 
2 , 2 62 
21 4 
48 
2 ,085 
37 , 912 
1 ::: , 742 
7 ,052 
4 , 367 
8,593 
1, 199 
4 , 932 
2 , 496 
1,381 
2 , 993 
271 
59 
2,77Q 
49 ,855 
1 4 , 017 
7,204 
4,598 
9,621 
1,402 
5,501 
2,500 
1, 822 
3 ,100 
313 
76 
3,095 
53 , 249 
Numb er of emp loyees (2) 
1935 1939 1941 
121,598 
82 , 434 
42 ,108 
50,'758 
15,441 
32 , 395 
2 6 , 89 6 
19 ,5 '!' 5 
1 8 , 441 
7 ,255 
3,584 
38,733 
459 , 218 
152,474 
106 ,920 
57, 8 21 
74,218 
22,154 
45,046 
31,853 
22 , 969 
29;21 4 
10,261 
6,893 
57,563 
617 , 386 
17 '7 , 305 
1 23,241 
68 '09'7 
8 6 , 861 
27,184 
57 , 832 
33 ,137 
27, 8 22 
33,804 
12, 930 
9, 110 
70,544 
727,867 
( 1) 
( 2 ) 
Does no t inc l ude pe t roleu m a n d its product s , electric-power p l ants , buildin g and 
constructlon en t erprises, an d mines an d quarries . 
Inc l ude s wag e earners (obreros) , sal arie d emp loyees (emp l e ad o s ), an d members of 
pr oprietors' families . 
* Dirrecion General d e Estadis t ic a y Cens os d e l a Nacion , Estadistica I n dustri a l de 19~ 
Bu enos ~ires , 1 944 . 
Table l\T o . 14 
·--- - ---
...:] 
(J) 
• 
Ar g entina: 
In dustria~ E sta.b lislurrents bmnloyin g 5 or rrcore 1!'!orkers, 
( l) Number o:f"Eirp1oye e s , '!!a ge s and Sal8.rie s Pai d , i n 1935 , 1 939 , an c1 1 9 41 
In~ustrial gro~ 
Fo od p roducts beverages, 
and tob acco products 
Textiles and textile 
products 
Ketal products ( exclud ing 
mac}, in ery) 
Mach inery an~ v ehi cles 
Chemical and allied 
products 
For es t products and t h eir 
manufactures 
Printing and publications 
Leat he r an d leather 
products 
Ceramic products 
Paper and p aper products 
Ru bber p roducts 
JIU scellaneous products 
Total 
Nu_mber of emploLees (3) -- --
1935 
105,119 
75, 401 
37,557 
44 , 019 
14 , 095 
26 '7 67 
22 ,747 
1 8 , 240 
14,438 
7,053 
3,538 
35 , 214 
404,188 
1939 
128 ,103 
96,168 
52,211 
61,928 
20 , 3 13 
38 , 697 
27,502 
21 , 352 
23,586 
1 0 , 080 
6 ,856 
50, 877 
537, 673 
1941 
153 ,038 
111,762 
62 ,472 
73, 637 
24 , 887 
51,043 
28,730 
25 ,593 
28,409 
12,736 
9,056 
6 5 , 827 
647,190 
-3 a ££,es and salaries ·oaid 
(Values in 1, 000 pesOS) (2) 
1935 
155,286 
99,135 
48,579 
80,314 
20 ,799 
24 , 859 
41,703 
24,859 
16,756 
8 , 030 
5,175 
~l~ 
574,625 
---1939 
1 97,573 
137,579 
7 6,138 
115,125 
31, 397 
43 ,'7 66 
55, 318 
33, 885 
31,296 
12,227 
8 , 666 
75,285 
818 ,25 5 
1941 
224 , 840 
1 61,056 
88,357 
131,980 
38,910 
53,781 
56,465 
3 8 ,475 
37 , 8 9 9 
16,205 
10,974 
9~44 
9 50,986 
l) Doe s not include petroleum and its products, electric-p ower plant s , building and 
construction en terprises, and mir]es and quarries . .. 
2) 1 p eso= in 1935 , $0.32 66; 1939, ~ip 0 . 3085; and 1941, ~1)0 . 2977 . 
3) Includes wage earners (obreros) , salaried employees (emp l e aclos), and members of 
proprietors' famili e s. 
* Dirrecion General de Estadistica y Cens os de la Nacion, b stadisti c a Industrial d o 
1941, 1 944 . 
Tab le No. 15 
----·------ --
....,J 
<.0 
• 
City and 
Province 
Buenos _ ; ~ i res, 
:F'ederal Capi.tal 
Rosario , 
Santa Fe 
Avellaneda, 
Buenos Aires. 
Cordoba, 
Cordoba 
La Plata , 
Buenos Aires . 
Tucuman , 
Tucuman . 
3 anta Fe , 
Bahia Bl an ca, 
Buenos Aires. 
Mendoza , 
1~endoza. 
San Juan , 
San J uan . 
Parana , 
Entre Hios. 
80 . 
I n du strial Goncentration 
2,567 , 800 
521 , 200 
399 , 000 
287 , 600 
256 ,400 
1 69 , 60 0 
149 , 900 
121,100 
(2 )100 ,400 
( 2 ) 80 , 000 
(2) 76 , 300 
F'oodstuff s , t extiles, iron and 
stee l manufactures , machinery , 
tobacco products, f~~niture, 
shoes, cemen t, soap , and printin g . 
F'oodstuffs, wines, li quors , bee~ , 
lea ther , tobac co products, bag s, 
shol~S , glass, ch emical products, 
cement, paper mills and oil re f in -
eries . 
Me a t, text i les, leather , me tal 
manufactures, soap, candles, and 
glaE3S • 
Metal manufactures , l eather, shoes, 
foo d stuffs, paper, furniture, 
soap, and candles. 
Foodstuffs (chiefl y meat) and 
metal manufac tures. 
Fo odstuffs, liquors, tobacco pro-
ducts, and l umber . 
Fo odstuffs , t extiles, wine , liquors , 
beer , chemical products , leath er, s h oe s , 
soap, l umber , wood products , c eramic 
products, zinc and co9per sme ltin g . 
Lumber, foodstuffs (chiefly meat), 
·beer, and oi l refinin g p l ants . 
Wine and dried fruit . 
Wine and foodstuffs. 
Foodstuffs , sho e s, leather, tob acco 
products , and matches. 
( l) T:Tanufactures are not listed in the ord -~) r of their importance. 
(2) Population in 1 942 . 
-~~ U. s . ·· ~C ariff Commission, 1945 
Table No. 1 6 
Years 
1 9 35 
1 9 3 6 
1937 
1 938 
19 ~5 9 
1 940 
1 941 
1 9 42 
1 943 
Total iV: i n er a l Production of Ar gentina 
Me tallic ores 
Vo l ume 
(1-l e tric t on s) 
5 , 8 '71 
17 , 67'7 
37 , 527 
68 ,550 
9 2 , '74'7 
115,102 
111,249 
98 ,971 
7 2, 681 
Non-metallic mi neral s 
Volume 
(Eetric tons ) 
6 ,368 , 45 6 
7,5 67,567 
7 , 882 , 51 6 
8 , 8 0 6 , 675 
9 , 79 6 , 60 6 
11,173 , 021 
1 1,953,549 
12, 234 ,7 6 5 
1 2 ,487,131 
* Direccion de Mi nas y Ge olog ia 
Na cion , 1944 . 
~ st adistica Wi ner a d e la 
Nlineral 
- - ---
Gravel' 
Gr ani t e 
Cemen t 
Lime 
Basalt 
,;~·uart z 
Gypsum 
Refr a.ct or y c l ay 
I'!f a r b l e 
Dolomi t e 
Kaolin 
Tabl e J\To. 17 
Pr oduct ion of Non -Jo:~ e tall ic Mi ner a ls 
(Volmne i n metri c t ons) 
1942 1 9 43 
2 , 0 47 , 1 0 0 1, 6 57 , 80 0 
1, '703 , 0 0 0 1, 640 , 000 
1,0'7 6 , 8 5 8 957,0'7 6 
3 44 , 200 487 , 359 
3 G6 , 5 00 400 ,00 0 
175 , 00 0 27'7, 000 
88 , 688 87, 461 
45, 902 41, 822 
1 7 , '7 00 1 9 , 27 4 
20 , 500 17,260 
9 ,145 8 , 118 
* Di r e cc i on d e Mi n as y Geolog i a - Est adi stica Min era d e l a 
JIT a cion , 1 944 . 
Tab l e 1'-T o . 18 
81. 
82 . 
Argentina: 
Production of crude pe troleum and the principal 
refined petroleum products, in specified years, 
1934 to 1942. 
(In thousands of barrels of 42 gallons each) 
Crude 
Year Petro- Gas o- Kero- Gas Di e sel Ruel I.ubricat-
leum lin e sene oil o i l oil i n g oil 
1 934 14,025 5,152 941 1,463 412 6 , 678 210 
1936 15,498 6 , 006 944 2,224 778 7,721 303 
1938 17,076 7,656 1,296 744 1,865 8 , 6 21 380 
1940 20, 609 8,074 1,591 876 2,179 9 ,093 443 
1942 23 ,704 8 ,240 1,796 646 2,295 10,170 563 
* Revista de Economia AI· g en t ina, June 1944 , p . 1 62. 
'l1 able No. 19 
Total Ar gentine Pe troleum Production 
(Volume in cub ic meters) 
State Fields (Y.P.F .) Private Fields Total Output 
Ye ars Volume - % of total Vo l ume-% of total Volume Index: 1938. 
1 938 1,430,599 52.7 
1939 1, 625,204 54.9 
1 940 1,983 , 252 60.5 
1941 2,226 ,798 63.6 
1 942 2,445,586 64.9 
1943 2, 632,901 66 .7 
1 944 2 ,576 ,3 69 66 . 9 
1945 2,456 , 894 67.5 
1,284,225 
1,333,792 
1, 293,244 
1,272,957 
1,322,961 
1,315,511 
1,275,719 
1,180, 627 
47.3 
45.1 
39.5 
36 .4 
35 .1 
33 . 3 
33 .1 
32 . 5 
·-:to-o.o 
2,714,824 l Oo .o·- · -
2,959,186 1 09 .0 
3,27 6 , 496 120.7 
3 ,499 ,7 55 128 . 9 
3 ,7 68 ,547 1 38 . 8 
3 , 948 ,412 145 . 4 
3 , 852 , 088 141.9 
3, 637,521 1 34 .0 
* Boletin de Informaciones Petrolera~ (Y. P .F.) Secretaria 
de Industria y Comercio) November 1945. 
•rable No. 20 
Investments of J:'oreign Capital in Ar p:;en tina 
(By countr:les and. classification) 
(Value s in thousands of paper pesos) ·r·pesos = ~0 . 3266 
Groups_ 
Rai lroads 
Public debt 
Utilities: Gas, ~lec­
tricity, water , san-
itation works 
Industry 
Tel ephones and radio-
telephone s 
Corrrrne rce 
Stree t railways 
Packing pl ants 
(Frigorificos) 
Bru1ks 
?orts an d hargors 
Agricultural and 
pas toral in~ustries 
Land 
r~ortgages 
Securities 
Various oth ers 
Tot al 
Percentage 
Great 
Britain 
3 ,323 , 090 
872,436 
11,9,083 
291, 700 
210,1 04 
242,094 
149 , 812 
33 ,191 
29 , 977 
62,295 
54,748 
12, 573 
37,881 
2,895 
"5 , 441 , 879 
60 . 1 
United 
States 
716,438 
196 , 898 
258 , }30 
338 , 338 
73,161 
30 , .622 
145 , 621 
. 8,513 
Switzer- All (l ) · 
Hel r-: ium 
---·'--
Fr an ce lancr-- Others Tota l 
-- ---
400,408 
342 117,950 
3,723 ,498 
44 , 594 1 , 751,760 
959 , 469 
7,725 
3 , 31 3 
7 ,297 
2 , 436 
4,784 21,386 
45 , 604 
3 , 865 4 27 
1,040 
28 , 825 1, 639 
4 , 95 2 18 , 226 
32 , 81 6 
3 , 666 21 , 823 
40 , 000 
67 , 398 
1, 275 ,450 
588 ,030 
371,154 
31 4 , 503 
31 2 ,'71 6 
295 ,433 
135 , 272 
75,581 
1,432 --- 1,594 540 1,321 
5 6,587 
55,78 8 
43,037 
42 '768 
2,101 --- --- - __ ..,: - - -u 4,996 
1,771,254 1,009 , 021 481 ,1 33 127,108 226 ,178 9 , 056 , 573 
19. 6 ll.l 5.3 1 .4 2.5 1 u0 . 0 
(l) In cludes Netherlands , Germany , I t a l y, Spain , Uruguay, Ps.ragua~r and !3razil. 
* Diario de Sesiones de l a Camara de Diput ados de la Nacion - 1941 
Tabl e No. 21 
Q) 
(N 
• 
PART III . 
BRAZIL 
Chapter 14. 
A Summary Description: Principal Ge ographic and Ec onomic 
Facts. 
The United States of Brazil is the fourth larg-
est ·country in the world (only the 8 oviet Union, Canada 
and Chi na are larg er); it has an area of 3,288 ,045 squar e 
mi les, a coastline of 4,603 miles alon g t h e Atlant i c Ocean 
and land boundaries of 10,202 miles, b ordering on each of 
the other countries of t h e South American Continen t excep t 
Ecuador and Chile. 
The F ederat ion consists of 20 States, 6 Terri-
tories and the F edera l Di strict. The Brazilian Nat i onal 
Coun cil of Geo graphy , condis e rin g t he common g eo graph ical 
features, drew up the following tab l e to b e adopted by 
all the Ministries of Brazil for all surveys and reports: 
Geo graphical Zone s 
85. 
I }lorth 
Guapore, Acre, Amaz onas, 
Ri o Branco, Para and 
Amapa Maranhao and Piani 
Westerri 
II North-East 
Eastern 
Southern 
III Ea st 
Northern 
IV South 
section 
section 
section 
section 
Ceara, Rio Grande d o 
Norte, Fernando de 
Norouha, Paraiba, Pern -
ambuco and Alagoas 
Ser gipe and Bahia 
Mirras Gerais, Espirito 
Santo, Rio d e Janeiro 
and t h e Federal District 
S . Paulo, Parana, I guacu, 
Santa Catarnia, an d Rio 
Grande d o Sul 
v West Midlands (\!Vest Centre ) 
Figure No. 9 
Penta Pora, ~ato Grosso 
and Goiaz 
To trds official g eo graphic -admini strative division 
corresponds, more or less, the topography of the country: 
a) the lowlands drained b y the Amaz on and its tri-
butaries, with an elevation of less than 800 feet 
and exc e ssive rainfall (about 100 inches a year). 
This region is a tropical rain forest with a great 
variety of trees and a den se under growth . rl'he 
climate is hot a nd h umid throughout the year. 
b) the Paraguay- Parana re gion more varied physically 
and l es s heav ily forested than the Amazon Basin. 
It has a hi gher elevation and a cooler cl imate. 
c) The Guiana Hi f.,hlands in part forested and in part a 
hot, s t ony desert. The forested areas receives 
heavy rainfall (about 50 inches annually), while 
the southern slopes are arid. ~ummers are e x treme-
ly hot and winter s are cool. 
d) The Brazilian Hi ghlands, after the coast a l plai n 
ran ges from 1000 to 3000 fe e t in elevat i on, being 
traversed by several mountain s y stems with moun-
tains so hi gh as 10,000 feet . This p lateau i s 
largely a forested area, but there are a lso open 
prairi e s. Climatic conditions . and precipitations 
vary accordin g t h e diffe rent elevation, from sub-
8 6 .. 
tropical to temperate. 
e) the coastal lowlands are in some parts very wide, in 
some others extremely narrow: in the northern ~art 
the temperature and the humidity are high , in the 
south ( below the tropi c of Capricorn ) the tempera -
ture and the rainfall d ecrease. 
The Brazilian River Syst em 
A geo ~raphic fact that will b e more and more of 
economic i mportance for Brazil, i s its river system: many 
rivers are n avi gable for lon g dist ences and t h e most im-
portant of them drain away in all directions from the Cen-
t ral Ma ssif near the Serra dos Pirineus in the State of 
Goiaz. These rivers (table 22) constitute the basis for an 
organizat ion of a n e twork of waterways serv in g the dual 
purpose of opening up new land and tran s p ortin g products to 
consumer markets. 
Demo gra:Qhic Situation (1940 Census) 
The population in 1940 totaled 41,400,000 a g ainst 
30 , 640 ,000 in 1920; ' 14,330,000 in 1 890 and 10,112,000 in 
1872. 
The racial composition is very complex; approxi- · 
mately one-half of the population is of European e xtraction; 
f u ll-blooded Ne g:roes amount to ab out 2 million ; a larg e 
number is constitut ed by mulattos, and a b out 1 % of t he total 
population is of yellow race (Japanese). 
87 . 
Th e i mi gration into Brazil from 1884-1943 (table 
23) was principally of Italians (1,142,128 ) Portuguese 
(1,224,141) and Spaniard s (582, 793). 
Lanrruacre =.::::::..o-~ 
The official langua ge is Portuguese; h owev er 
Italian and German are widely spoken in the southern state s, 
a nd local dialects (as Guara~ .u in the State of Mato Grosso) 
are predominantl·y spoken i n the inland states. 
Economy 
Agricu l t1J.re. The economy of Brazil 1 s still bas.ed 
l arge l y on a griculture; accordin g to the 1940 census, 65% 
of the persons employed were en ga g ed in a gricu lture and r e-
l ated occup a tions . Although, there j_s a stron g trend of 
popu l ation shifts from the farms to the cities, the above 
p ercentage has not chan ged. A relatively small proportion 
of the country i s under cultivation: . the F ederal Gov ern-
ment i n 1944 estimat ed that only 36,577 ,000 acres were 
cultivated. 
The main crops are coffee, rice, b eans, corn , 
mandioca, sugar, cotton, oran ges, cacao, bannanas, p ine-
apples and wheat. 
Coffee is Brazil's principal crop, and all activ i-
ties connected with it are influ encin g every sector of the 
econ omy : its averag e production per year is 13,737,100-132 
l b . b a g s or a pproximately half the world production and it 
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is the main ex ·:·ort of Brazil. It is grown in 1,021 muni ci-
palities ·and the most important production centers are · the 
States of rio de Janeiro, San Paulo and Espirito Santo 
(tahe l # 23). 
The U . S . from 1914 ·on, is the larg est importer 
of Brazilian coffee, making Brazil a very g ood dollar earn-
ing country. 
Cotton is the second important crop : infa.ct 
Brazil is the third cotton producing country of the world, 
/ 
after the u.s. and British India. The yearly harve st which 
amount ed to half a million bales in 1933, rosfr to two mi l-
lions in 1939 , while in the 1942/43 season, the northern 
zone produced 84 ,000 metric tons and the southern zon e 
391,800, fi gures which now reach 103,000 and 420,000 tons 
respectively. (table # 24). A relatively recent production 
that now is one of the mos t imp ortant is rice. 1Nhereas 
Brazil had to import this staple commodity (it must not b e 
forgotten that rice and b eans is the national dish) in 1917, 
twenty-five years later h ome producti on had risen to 30 
mi ll i on b a g s - enough to satisfy con sumption and l e av e a 
fair amount over for export. From a quantity p oint of view, 
the States of Sao Paulo, Rio Grande d o Sul and Mi nas Gerais 
take the l e ad, but various re gions , such as the e x tensive 
riv er network of Maranhao an d very fertile low-lyin g land s 
and shallow lal::es in the Sao Francisco Valley, offer immense 
p ossibilities. (tab le 1 25). The a gricultural system is 
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still a l mo s t primitiv e:. the averag e f armer d ep ends largely 
on his own muscles or those of his paid lab orers for p ower 
an d on simple tools a s h oes for equipment. 'l 'he 1940 census 
showed that only 23~b of the farmers p ossessed any a gri-
cultural machinery, such as plows, harrows, ~ult~vators and 
harvesting i mplements; and t here were only 3,500 tractors 
in use of farms. The a gricultural progress is hampered by 
the special nature of many crops which require much hand 
lab or, and b y a numb er of deficienci e s j_n the general e-
conomi c and social structure of the country: 1) an under-
d eveloped transportat ion system; 2) an inadequate marketing 
system, i n clud i ng too few storage and warehousing facilities; 
3 ) the lack of adequate an d adapted a gricultural credi t; 4) 
the relatively low prices farmers receive; 5) the lack of 
a d equate suppli es of commercial fertilizers at cost f armers 
can afford to p ay; 6 ) the prevalence of d i s ease among the 
rural p opulation and ? ) the hi gh l evel of illiteracy. 
Livestock. The livestock Census of 1940 showed 
the followin g figure: 
Cattle 
Horses 
Swine 
Sheep 
Goats 
Asses and mules 
34,392,419 
4,677,094 
16, 839,192 
9,285,118 
6,520,353 
2,129,395 
A total of 7 3 , 843,571 ind icating a decrease from 
1 938 ( 88 ,97 6 ,714) and from 1935 (91,497,500 ). 
Figure No . 10 
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Improvement of the native bre eds has been otain-
e d by the importation of forei gn livestock and the Brazilia...n 
government is well aware of the necessity of developin g and 
improving livestock production by every possible means . A 
special An imal Health Service (Divisao de Defesa Sanitaria) 
of the National Department of Animal Production helps l ive-
stock owners in their continuous fi ght a gainst commun i cable 
diseases of which the tick, e s pecially c au~~s serious damag e 
to cattle every year. Hides and skins are exported, and in 
the year 1944 they reached a total value of 22,895,000 
cruizeros. 
Forest Industries. Brazilian forest products i n-
clude carnuaba wax, mate , rubber and t imb er. A l a r ge nurnber 
of o i l-bearing nuts, mainly from wild tr ee s, also a re pro-
duced, pr incipally ba b a s su, tucum, and onricury nuts. 
Until about 1910 Brazil was the world's principal 
source of natural rubber but the development of ~; lantati ons 
in the Netherlands Indies and ~ritish :Malaya aft er 1910 re-
s u lted in the v irtual e clip se of Brazi l as sup p lier and now 
it furnis hes on l y a very small vart o f total world pr oduc-
tion . 
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I\'Ianufactur ing Industries. Brazilian i ndustries 
have develop ed rapidl y since the census of 1907 des p ite such 
handicaps as the geographic s ep arat i on of c ertain int er-
dependent natural resources, inadequate transportation facil-
ities, insuffi ciently developed domestic sources of power and 
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f u el, sc arcity of investment capital, comparativ e lack o f 
skilled technical p ersonnel and dep endence u p on forei gn sourc es 
for rc 1< -. r g e p ar t of its requirements of machinery and equ i p -
men t . 
The Censu s of 1940 for all branches of industries, 
i n c ludin g miner a l and vegetab le extractions, totaled 49,418 
establishments with a worki ng force of 8 98 ,705 (table =:¥ 26 ) 
whi l e in 1907 the number of estab lishments were only 2988 
with 136,000 employees (Roberto C. Simonseu, Brazil Industrial 
Evolution ). 
The chief Brazilian industry, from the p oint of view 
of v alue of product, is that of foodstuff production, which i n 
1940 a ccounted for 34% of the total v alu e of industrial out-
put, and has ma de the country largely self-sufficient in this 
resp ect. 
Textile industry occupies the 25% of the i ndustrial 
lab or force and had a very rapid increase during t h e second 
World War: exports prior 1939 of cotton goods varied from 
8 0 0 ,000 yard s a year to 8 ,500,000 yards , but in 1943 they 
reached a p eak of 290,000,000 yards, Chemicals and phar-
macentical industries have been rapid ly expanded since the 
first iorld War but they are still far from s u p p lying the re-
qu ir ements of the country, although Brazil has lon g b e en an 
i mportant producer and exporter of crude drug s, medicinal 
p lant roots, essential oils, waxes, essences, and herbs, a 
gr e at variety of which are found in the forests. In the 
metallurgical industry to the older small producers of pig 
iron and electric steel, there has been added the new Volta 
Redonde. p lant, which has a production at cape.city of 300,000 
tons of steel products per year, bringin g Brazil steel pro-
duction to a bout 500,000 tons per year. 
Excep t for the lack of suitable fuels and trans-
portation, Braz i l is particularly favored for the increased 
development of iron and steel production, havin g hi gh-grad e 
iron and man g anese ores in abundance, as well as nickel, 
chrome, titanium, cobalt and molybdenum . 
Aluminum production from native bauxit e has b een 
developed , but copper, tin and zinc, both in metal s and in 
products are imported. 
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Con centration of Industry . The east central and 
southern reg ions of Brazil predominate in the country's 
in dustrial production, account i n g for a bout five-sixths of the 
total, j_n terms of value. One State, Sao Paulo, with 15% of 
Brazil 1 s population, accounted for 43~b of the total produc-
tion of manufactur ed goods in 1938, followed by the Federal 
District wi t h 14%, Minas Geraes and Rio Grande d o Sul wi th 
11% each, and the state of Rio de Janeiro with 5%. Ab out 
3/ 4 of all factory workers i n 1940 were emp loyed in these 
five central and southern states: Sao Paulo alone accounted 
for 41% of the total. 
Mining . In mineral resources Brazil is one of the 
richest country in the world but, because of the wi l dn ess of 
i ts large territory, l i mi t ed capi t a l and absence of tech-
nical experience, i rn.mense tracts of the country 1 s po t ential 
minera l-producing areas hav e had n o g eolo gical explorat ion 
of any k i nd, and it is entirely possible that as yet undis-
cove r ed deposits may equal or exceed those kn ov~1 to exist 
as well as important d e posits of metals n ow i mported might 
be found. 
From the e arlies colonial d a y s Brazi l has b e en 
knovm for its precious metals, but a lthough the production 
of gold and diamonds is still important, (tab les 2'7 -28 ) 
more attention has be en d irected toward thos e mineral pro-
duct s which have u tilitarian value i n mod ern product ion 
techniques . 
Although man y metals have be en dis cov ered and of 
whi ch there are signific~nt supp l i es (tw1g sten, bauxite , 
beryl , tantalum , nickel, etc), the most remarkable are ir' on 
ore and manganese. 
Iron ore - The most i mportant iron ores are the 
haemati tes i n the center of Minas Serais State. These 
haematites are exceptional pure: iron content above 68% 
and less than 0.002% o f phosphorus . Although the tot a l 
iron-ore production in 1947 has b een of 926 , 625 tons, com-
pared with 71 6 ,000 metric tons in 1945 and 517 ,765 in 1 946 , 
these deposi ts are so immense to .i ust ify the belief that 
Braz il mi ght some d ay p roduce and ship for export as much 
40,000 ,000 tons of hi gh-grade iron ore annually (U .S. Tech-
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nical Commission). The U.s. Export-Lnpor t Bank has made a 
consid erable loan ~~14 mi llion for the purpose of i mproving 
t h e railroad b etween the fabulous iron mountain at Ytalbira , 
the center of the iron ore deposits, and Vi ctoria, where the 
loadin g docks for export shipment are located . Other sub-
stantial investments are expec ted in this fie l d . 
Manganese - ( tal)le .J/ 29) The man ganese of Brazil 
rival t h ose of Russia and India in their h i gh content. 
Minas Gerais provides the principal mining center and t he 
ore is abundant in t he regions of tafaiete , Ouro Pr e to, 
Ytabira, Pi tangui, Sao Yoas de l Re i and Lavras . At the 
present time , the great e s t activit y is in t he Lafaiet e zone, 
whi ch includes the " rv:orro d a Min a " and the gr oup , A. Thun 
& Co . In the State of Bahia, t he deposits of Yacobina and 
Nazare are exploited, while riato Grosso althou ·h it p ossess-
es the famous mines of Urucum, where the ore is very r i ch, 
has not been yet satisfactory developed. 
Coal, Petroleum and Power 
Coal. Braz i l p ossesses very large deposit of b i-
tuminous coal, ch~efly of low grade, (5 ,000 calories p er 
kil o gram or 9,000 B.T.U. per pound) an d situated in remote 
regions. 
Production in 1947 h as amounted only to 2 million 
tons; and coal imports requir ed , in the same year, over U.S . 
8 31 million, although the consumption of firazi.l i an p roduced 
coal has b een stimulated since 1 931 by l egislation requiring 
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the use of' certain p ercentages of' d omestic coal in some in -
dustry and at times requiring importers to buy national coal 
up to 10 or 20% of' the amounts of' the coal imports. 
'rhe States of' Santa Catarina , Rio Grande do Sul , 
P arana and Sao Paulo are t h e actual producers of' coal. 
P etroleum. T~ is industry is practically i n exis-
tent: it is still in the e-xploratory stage, but, since now, 
wi t h poor results. Prospectors have drilled f or oil in four 
distinct re g ions: in t h e southern p ermo-carb onierous for-
mations of Sao Paulo, Parana, and Santa Caterina; in tbe 
t err i tory of' Acre, near the Peruvian frontier; in Para; and 
finall y in the cretacious coastal belt of Al agoas. Th e F e d -
eral Government through the National Depar tment of Jl.lineral 
Production, carried out all the research work, a nd from 
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1 939 onwards the Nati on al Petr oleum Council has directed oil 
prospections and has also b een entrusted with control of t h e 
ut ilization and d istribut i on of ·liquid fuels of mineral ori -
g in in Brazil. In many locations geolog ical features seem 
to indic a te the existence of oil reserve and the National 
Petroleum Council ~:mt all its best efforts in the research-
e s. The SALTE Plan, which wi ll be dis cuss ed i n another 
chapter, provides for the n ece ssary cred it and a l a r g e nu m-
ber of' North American scientists are makin g the g eological 
investigations. U . S . Oi l Companies are adding their efforts 
to thos e of' the Br azil ian Governmen t a g ency and they are 
ready to invest larg e cap itals as soon as pe troleum will be 
found in really col11_m.er cial proportions. 
El ectri c p ower. Brazil has larg e and numerous 
natural waterfalls, wi th a hydroelectric potential at 1 9 .5 
million h orsepower; in rel ation to each State, prospection 
and estimates rank Minas Gerais as the one p ossessing the 
greatest hydrauli c p ossibilities with 5,732,000 h.p., whi le 
tbe Paran a Basin is the most powerful with a n e stimated 
9 ,564,000 h.p. 
Although this immense resources (the fourth in the 
world , after Russ ia, U.S.A. and Canada), the installed 
hydroe lectric capacity , however, is small, ~1ount ing on ly 
to about 7% of the total poten tial. Of the 23.5 trillion 
c lories o f fuel and p ower estimated to have b een consumed, 
i n the country is 1940, only 8% was contributed by hydro-
electric p ower, and 2% by thermo-e lectric p ower • . The total 
installed capacity (table # 30), estimated at 1,295, 614 I~v , 
breaks down as follows: 
Public utilities: 
Hydroelectric p lants 
Thermoelectric plants 
Private enterprise: 
Hydroelectric plants 
1,033,715 KW 
232 , 219 KW 
29,680 KV'v' 
The three largest plants are: those of the "Us ina 
d e F ont es " on the Rj_bei rao das Lages, be lon ging to the Cia. 
d e Carris, Luz e For ga do Ri o de Janeiro, Ltd a; those of the 
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"Usina It apuranga, on the Sorocaba River (State of Sao Paulo) 
belon g ing to the Sao Paulo Tramway, Light and P ower Co , Ltd; 
and t ho se of the "Serra do Cubatao 11 ( State of Sao Paulo), 
owned by the Sao Paulo Tramway, Light and Power Co, Ltd. 
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The Federal Government controls the rates, but in 
order to mai nta i n the financial soundness of p rivate enter-
prises and to attract new investments and funds for expan -
sion, provides tha t t he rates char g ed for sales of electric 
energy are adequate to cover not only operating expenses but 
also de~reciation of fixed prop erty (or amortization of debts), 
p ayments of interest and a fair return on share capi tal. 
Transnor tat ion 
Rai lways (tab le -/{ 31). The transportation facil-
ities in Brazil , orig inally construct ed for the purpose of 
meeting the demands of forei gn markets for Brazilian pro-
ducts rather t han primarily for the 9urpose of meeting the 
internal needs of the Braz i lian e c onomy , have always be en 
insufficient . 
The railro ad s system e s pecially is not on ly very 
limited with a total l ength of on ly 21 , 504 miles but a lso 
i s composed of obsol e te equipment. Financial difficulti e s 
dur ing the thirties and the almos t i mpossibility of obt a i n-
ing equipment a broad dur :Ln g the l ast war have put the rail-
road s in a miserable condition, even more a~gravated by the 
competition from other transportation means, g enerally more 
rap id and efficient. 
Wi t h g overnment assistanc e s, t he railways try to 
reor ganize t hemselves through a r ev :t s i on of the whole p ol-
icy of freignt and passen ger rates, but without a c ons i d -
era~ le fo r eign investment they have a very p oor chance to 
b ecome effi c ient as t h e country needs. Lack of new equip-
men t to b e bought abro ad i s their main problem , but , on t h e 
o t h er hand the f inancial situation of mo st BrHzili an rail-
ways is erious. In 1944 all railwa• s combined h a.d a ne t 
surp lus of 308 milli.on cruzeiros. In 1945 the combined net 
surplus d eclined to 107 million ; in 1946 a comb ined n e t d e-
d icit of 147 million cruz e iros was t h e result 6f their oper-
ations , and although compar a b le statistics for 1947 and 1 948 
ar e not available , it is believ ed that the deficit i ncr eas -
ed much r1tore durin g those years . 
Hi ghwa y s. Stimul ated ".J y aid from the Feder al, 
State an d local g overnments, hi ghwa y mileag e has be en 
greatly ext ended in recent y ears, although i t is very far 
f rom cov ering ev en t he minimum requir ements of the country . 
By 1940 there were more than 258,390 miles of hi ghways, 
however , nearly 9 6% were of earth, a l arge part of which 
we re unimproved . The remainin g 4% was chiefly of crushed 
stone, asphalt and macadam. Two-th irds of t r e total mile-
age are concentrated in the Southeastern States . 
Although an evident effort is exercised b y each 
authority i n exp anding t he highway system, i t d o e s not seem 
likely t h at the Federal GGv erment wlll 9u t too much em-
phasi s on opening u p and reconstructln g man y highways, for 
t h e following reasons: 
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a ) l a ck of financ ial r esour c e s and mechanical equip -
men t 
b ) lack of workers, for an i mportant p lan 
c) developin g a larg e highway-system, the consumption 
of gasoline woul d be sub stant ially increased and 
c onsequently the i mports of oil would absorb a 
greater amount of dollars 
d) the raj_lroads, that could use Brazilian coal or 
electric power and are now helped by the Federal 
Government, would bav e to face an even ke ener com-
p etition. 
Air Transportation . It is the only transporta-
tion means enough satisfactory in Brazil. Great distances , 
the absence of interconnect ed syst ems of land tran sport a- ' 
tion , an d t lbe hi gh cost or the p oor service of mu ch of the 
existin g land and marine transp ortation facilities has fa-
v ored the growth and t h e de ve lopment of air-services. 
Moreover the production of many commoditi es of small bulk 
and h i gh intrinsic valu:e( g old, quartz, diamonds a n d medi -
c inal p roduc t s), normally in farway locations, constituted 
an enormous i ncent ive to air-communication 1 s development, 
because these goods can be transported by air for small 
perc entag e s of their value, while the spe ed O.r.> .L air trans-
port allows grea t economi es in handling and in merchandis-
ing them. 
Rivers and 6 oastwise Shipping. Because of the 
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navigability of many rivers and the leng th of the coast on 
the Atlantic, an extensiv e cabotage shipping has b Gen de-
veloped, but now t he ve s s e ls and equipment ar e too old 
and the services unsat isfactory. 
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Chapter 15. 
Le cr,isl ation an d General Policv toward s Direct Invest-
men ts Made by Foreigners. 
F orms of Government. 
The Estados Unidos do Brazil c onst i tute a Re-
pu b lic. The Federation consists of 20 St ates, 5 Territor -
ies and a Federal District; the Stat e s a n d the Territor ie s 
are divided into municip ios and thes e i nto d i s trito s . In 
1947 there were 1,669 municipios and 5, 012 d istritos. The 
cen t ral authority is represented b y the Feder a l Governme n t, 
bas ed on a Con s titution in man y respects similar t o t h at of 
t h e u .s . The Pr e sident of the Repub lic h e a d s t h e e x e cutive 
p~~' he is el ect ed for a 6 y ear t er m. He i s a ssist ed by 
a Vi c e-Pr e s iden t, who r ema i n s i n charge for the same p e r i od 
of t ime a n d i s elect ed i n the same way . The Stat e s have 
t h eir own Con st i tutions a nd t h e y ma y exerc ise all p ower n o t 
spe c i f i c ally deleg ated to the F ederal Government. 'l'he 
Mun i cip ios are g ov erned by el e c t ed pr efects e x cep t in St a t e 
Ca p i t a l s , where, t h e p r ef ects a re n amed b y the Sta t e Gover -
n or s . The l egislative power is exercised by a Cha mb er of 
Deputles, with prop ortional rep resentat i on of t he Stat e s 
a n d Territori e s according to p opu l a tion, and by a Senat e , 
composed of three representatives for each State and t he 
Federal District. Suffrage i s un iversal for tho se ov er t h e 
a ; e o f 18 , excep t for illiterat e s and those who have lost 
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t he ir p olitical rigl<ts; electoral r e gistr a ti on is compul -
sory for both sexes . 
The judic i a l p ower is repre s ented by the Federal 
Supreme Court, the Federal Courts of Appeal s an d military, 
e lectoral, c riminal, civil, an d lab or tribunals. 
The •Con stitution of 1 946 
Aft er the revoluti on of 1930 a strong wave of 
nationalism - as a r eac t i on t o the e~eat depression and to 
the political mov ements which prev ai l ed in Europe - in-
fluenced a l l the political activities. of the c ountry , ef-
fecting the Brazilian economy as a whole . The Constitu-
tions of 1 934 and that p romulg ated in 1 937 s:t.~ owed the 
characteristics of that time: the p olitica l a dmin :i_ s tra til.re 
p ower wa s greatl y concentrat ed i n t he Federa l Governmen t 
and especial l y i n t b e hands of the President an d the e con-
omy of t he country wa s str i ctly und er g overnment control. 
From the end of the II ~ orld War t he national-
is tic i deology has be e n mor e and more abandoned and thi.s 
trend finds its practical e xpressi on in the new 0 on st itu-
tion promu l g ated September 1 8 , 1 946. 
A c ons i derable auton omy has be en re stor e d to t h e 
States of t he Union and the princip les of fre e ini t i ative 
and equa l opportunities for n a ti onals and forei gners h ave 
b een affirmed . 
Con sequent l y , under the n ew Constitution, the 
Brazilis.n economy i s pred omj n antly one of f ree enterp r j_ se, 
conditional to supplementary action on the par t of the 
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g ove rnment an d forei gners a n d native citizens ar e con sid -
ered equal before the law, within the limits expres s ly d e -
cl ared i n t h e a b ove s a id Const itution. 2xpropriat i ons of 
p roperty , with out d iscrimination b e tween for e i gn an d n B.t ion -
a l o rmers, can b e d one b y the Government (act 141, S ection 
1 6 ) for rea sons of public necessity or util i t y or social 
interest, but it i~ subject to prior and just cash i n dem-
n ification . However, in cases of imminent p eril, such a s 
war or internal cornrnotion, essential expropriations may b e 
made subject to i ndemnification at a lat er date . 
Right to Do Business 
Because of the new principles contained in the 
Constitution, it is p ossib le to state that, in g eneral , 
forei gn capital and f oreigners can ent er into almost all 
the enterprises. Of the numerous economic activities from 
which forei gners where exclud ed und er the previous leg is-
lation, only some res t rictions r emain with referenc e to the 
n ationality of the own ers or partners of bus iness firms or 
with r eference to the nationality of shareholders or direc-
tors of Brazilian c orporations. 
Coastwise shipo ing (art. 1 55 of the Constitution) 
is confined on ly to national ship s an d the owners, charter-
ers and captains as well as at lea st t wo-thirds of the cr ew 
must be native-b orn Brazilian . Journalj_s m an d Radio Broad -
casting (art 1 60) are also completely restrict ed to native-
born Br azilian , being prohibited to f or e i gners the owner-
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ship of newsp a p er or p eriodicals, either p oli tical or 
simp l y f or news, an d that of rad:i. o-broadcasting . A very 
care ful control is exerc ised by the g ov ernment on this 
matter and corporations eng a ged i n t hese busj.ness cannot 
is sue stock in favor of for eigner s a n d of juridical enti-
t ie s with bear er shares. Besides these t wo activities com-
p let e l y reserved by l aw. to native - born Brazilians, expl or a-
tion of mi neral r esources a nd hvdroelectric p ower ( whose 
a.uthorizations and concessions · can on ly be granted to 
Brazilians or to compani e s org anized i n Frazil - art. 153), 
insuran c e compani e s (whose op erations are sup ervi sed by the 
De partament o Naci on a l de Segur as Pr i vades e Capi talizacao , 
which has also the p ower to control premium rat e s and 
p olicy terms), air transportati on (re gu l a ted b y the Brazil-
ian air code), and pharmarcutical industry (decree-law 
No . 20,397 - January 14, 1946 ) r epre sent the other fi elds 
in -v h i ch t he participation of forei e;n c apital suffers some 
degree of limitations as the n e ces sary g overnmental author-
ization or a maximum amoun t is fixed for such 1n vestment, 
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as , f or instance, whe n two-thirds of the corporate cap i tal 
must be owned b y Braz i lian citizens d omi ciled i n t he country. 
'rhe Pe trol eum Stat ute - A s p ecial l egislation, who se acts 
have been already d iscus sed by t h e Chambers but n ot ye t 
pas s ed , t r eats the petroleu~ p rob l em . 
Although the r e searche s made by t he Br a zil ian 
Government d id not s h ow any l ar g e deposit of pe trol eum, 
there is n everth ele ss a r easonabl e great probabi l ity of 
oil re s erves not ye t kn own ; moreover t h e already dis -
covered sourc es a r e not exp loited in the best way , be-
c aus e of the lack of machinery and oil-equipment and final-
ly even the small o i l producti.on i n Brazil is no t industr i -
ally proces s ed here, l a cki n g refineries . It is felt a 
gr eat ne ed of u.s . technical knov- how and equipment e ith er 
f or n ew res earches or for reaching t Le maximtrn of p roduc-
t i on the existent fiel d s, and t h e recent l egislation has 
the main ob jectiv e of attracting u. s . investment s, abol i sh-
in g previous legal r e strictions, although a general contro l 
wi ll be kep t by the Gove rnment on t h e a ctivities o f t h e 
comp anies en ga g ed in t h is business . 
As it was e xp r essed by t he Brazilian rapporteu r 
o f the Committ e e on the Constitution an d Justic e of the 
Chamb er of Deputie s 11 the draft of the Pe troleum Statute 
emb od ies a solution which remov e s in part, t he limitation 
which i mp e de s, C:drectly or ind ire c tly, the inve stment of 
c apital b e l ong ing to foreign natural or j u ridical p ersons. 
However it estab l i shes rules which guard us against t he re-
p et ition of even t s which have occurred i n othe r c ountries , 
where t h e l iberality of the l a ws and t he l ack of vi g ilance 
on t he p art of the constituted author i ties permi t ted the 
expl o i t ation of the miner a l r iches of the subsoil without 
there being an equitanle and compensat ory reciprocity 11 • 
The so lution, in few word s, is: a) the enter -
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prises which have as their ob ject the refining and trans -
portation of petroleum within the countr y , must be con-
trolled by at lea st a 6 0% Brazili an majority; b) in the 
or ganizations hav in g a s their e xpress object the exploration 
for and the extraction and exportation of Brazi lian p etro-
leum, the controlling ma jority can be of forei zners; c) 
once the requirements of domes t ic consumption of gasoline 
have been satisfied, there may b e granted , without any 
restrictions, conc e ssions for the refinin ~ and trans-
portation of hydrocarbons intended for exportation. It 
can be said that t b is Petroleum Statute is one expression 
of serious wi llingness to welcome forei 3n investments in 
Brazil, and, although it is not yet an "open d oor" in the 
large st econ omic meaning , nevertheless it is undoubt edly 
a great and considerab le step toward a new e c onomic con-
ception of international coop eration , especially if re-
lated to the n arrow nationalistic p olicy adopted until 
1946. 
Gen eral Policy toward Forei ~n I nvestments 
Brazil is no t only a country underdeveloped but 
is a lso under~apitalized and its development d epends on 
investments in public utilities, transportation, hydro-
electric power utilization, exploration of mineral re-
sources, intensive a griculture and industrialization o:f raw 
materials ob tained in t he country. The enormous amount of 
capi tal indispensab le for such development cannot 0 e sup-
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p lied on l_ y by t h e Br az i l ian public thr ough i;)riv ate or e;overn-
ment f i nancements, but it n eed s the contr i but ion of larg e 
forei gn inve s tmen t s . Dome stic c a p ital a l t h ough consid-
erabl y i mport a n t as quant i t y i s st i ll defi ci ent in view of 
the magnitude of t he inve s t men ts r e quir ed; fur t her more i t 
h as b een enhanced by the r apid depr eciat i on which t b e las t 
war inf l ation h a s c au s .o d t o c olle c tive :).nd publ i c sav ing s 
val u es and b y n on - p r oductiv e investJ.'l~f; nt s tendencie s e s -
pecial ly r e l a t ed to super u r b anizati on. Bec ause of t he i m-
pell in g need of a mor e fast i ndtl s t r ial developmen t of t he 
country , havi n g b e en rea lized the n e cessity of forei gn 
c a pital and kn ow-how , Br a z j l took a couraqe ous p o sit i on 
a ?~ainst t he surp ass ed n ation alistic p r ejudi sm and under t h e 
l e a dership of Pre s i dent Var gas, as s oon as t he war wa s over, 
star t ed to a d op t and p re d isp o se a ll t h e me asu res be l iev ed 
s uch as to a t tract f or eign inv e stors. From 1 946 t he in -
fl a tion o f costs an d prices h a s b e en eff e ctively r educ ed 
by e n erg ic g overnn1en t act i on, and although the c onsider-
a b le i n ternal spending i n pu b l i c works or industrial d e-
velopment ( S A L T !.!.: P lan ) and t he u n f av or ab le f oreign 
trade , remittance s f or imp orts a n d for tran sfers of ear n -
in g s and prin cip al on for e i gn i nve stmen ts have be en always 
eff ect ed even i f somet ime s with delay . 
As i t wa s s aid , with v e r y f ew limi t a t ion s i n some 
spe c ial e c on omi c a c t i v i ti es, for eign cap ital a nd f or eigner s 
h ave t h e r i gh t to d o bus i ne ss wi t hout d iscrimination , and 
expropriations, altb ough possible by laws , cannot b e made 
in g eneral wi thout pr ior and just c a sh i ndenmification . 
Remit tances of Profits and Capital 
The Decree Law No 9025 of February 27, 1946 , 
integrated by periodical r egulations issued by the Ex -
chan ge Department of the Bank of Brazil constitutes the l aw 
regulat ing the remittances of profit s and capital. 
The origin a l c apital which is brought into the 
country must be reg istered with the Exchange De partment in 
order to have guarante ed free exit, but the proportion of 
capi tal that may b e transferred i n any year is limited to 
20%' . Remittances of profits and dividends are allowed at 
an annual interest rate of B% of t he register cap ital, any 
additional amount to be treated as capital transfer. 
Dividends and profits are g iven second-categ ory exchange 
treatment (th at is: after Government imports and i mports of 
e ssential commodities), whlle capital transfers are placed 
in the fourth category. As insurance a gainst Brazilian 
currency 's fluctuations, the original amount of capital 
brought in, is reg istered in dollar, therefore the annual 
earning s can b e transferred up to 8 %' of the original capi-
tal value in dollars, and the capital will not suffer any 
reduct ion in dollar -value . 
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Chapter 1 6 . 
American Direct Investments: thei.r Development. 
History and Present Situation. 
Before the first world v-ar inv estments by U.s . 
citizens i i-, Brazil have been of very low arn.ount and al-
most in each case they were made into British and Canadian 
reg istered enterprises and into sterling bond i ssues. Only 
few lar g e U.s . firms opened branches in Brazil and the most 
wer e for service and repair s on equipment. In 1912 the 
Pullman Standard Car Export Co . installed a factory at Rio 
de Janeiro for the construct ion of railways passeng er 
coache s and freight cars, and its operati ons have been very 
satisfactory . In 1 918 u.s . meat-packing companies, which 
started their operations in 1 914, were already flourishing. 
But it is only from the end of the war that branch factor-
i e s started to b e built in considerab le number for assembl-
ing or manufacturing of various well kn own articles of u.s . 
mass production industries, and the p rincipal establish -
ments for the years 1920-1937 were: 
In 1920 an automotive a s sembly plan t an d a manufa ctur e 
for electric equipment; in 1925 a second automotive 
as.sembly p lant; in 1927 the Hen r y F ord 1 s rubber con-
cession in the Amazon Valley; in 1928 a paper bag s 
factor y and a phonograph records company; in 1929 corn 
products ent erprises; in 19~1 a yeast and alchohol 
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plants; 1933 a cemen t plant; in 1934 a cotton-p roducts 
factory; 1935 a third automotive assembly plants , cot-
ton gins and cotton-seed oil mills; 1937 a p l ant for 
processing carnanba wax. 
These investments were the mos t i mportant as a -
mount of dollars, others of considerab le importance were 
also made in pharmaceutical and toilet products, in rubber 
producing properties and in tires in6.ustry; in petroleum 
products and in products distribution. The total amount of 
U.S. direct investments in Brazil never ~eached yet an 
impressive number as compared to those of England, Germany 
and other Europe an countries, and after 1934, year in which 
the nationalistic policy be gan here, legal obstacles, in-
stability of economic conditions and the effects of the 
great depression, discouraged U.S. investors. In 1930 U . S . 
direct investments totaled $193, 606,000 of whi ch ~~45,678,000 
in manufacturing ; $15,819,000 in s e lling ; $23,010,000 in 
petroleum distribution; 8>12,18 9 ,000 in miscellaneous activ-
ities, and ~96,915,000 in public utilities and transporta-
tion ( Sourc e: l.J.S. Dept. of Commerce, B.F.D.C. 1931); i n 
1933 they amount ed to ~jil9 17,000,000; in 1936 to $194, 345 ,000; 
in 1940 to $240,109,000 . and in 1943 $236,100,000 (Source: 
U . S . National Advi sory Council on International Monetary 
and Finan cial Problems , 1947). 
The economic s-tructure of these investments did 
not chang e substantially from that of 1930; infact in 1940: 
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~f> 69,536,000 were in manufacturing , fr~l?,895,000 in s e lling , 
~lk30 ?17 000 in petroleum distribution, ~~9, 530,000 in mis-
·w ' ' 
cellaneous activities, and ~lill2,45l,OOO in public utilities 
and transportation. Being the bulk of the investments in 
public utilities, the 'yield was relatively low as compared 
with that in other forei gn country: the income for 1938 
was $9,000,000 or 3.8%; for 1939 it was $ 6,000,000 or 2.5% 
and for 1940 it was ~~8,000,000 or 3.3/o (Source: u.s . D_§lp t. 
of Commerce - B~ F .D.C., 1940). 
Three different phases are then evident in the 
history of U.S. direct investments in Brazil: 
1) up to 1920 - over 90% of t be invested capital was 
absorbed by bonds issue and less than 10% by the 
direct form. 
2) 1920-1940 - almost 50% of the total investments 
/ 
went in transp ortation and public utilit i es. 
3) 1946 and 194? (last data a vailab le) - over 90~£ 
was invested directly and out of ~i55,900_,ooo, total 
U. s . direct investment in l3razil during 1947: 
$16,900,000 were put in manufacturing, $23,500,000 
in petroleum; $ 9,900,000 in miscellaneous bus i ness 
activities and only $~5,600,000 i n public utilities 
and transportation (U. S . Department of Comnerce, 
Foreign Comnerce Weekly, August 21, 1948). 
The favorable effects of the Constitution and of the 
gen eral co~~ercial policy of the Brazilian Government start 
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to show, and if Braz i l, as it seems, will maintai n the pre-
sent e conomic p olicy, U . s . :i.nvestors will b e more and more 
attracted and that with great reciprocal b enefit. 
The Abb ink Mission 
Tn order to find out the est way of d ev elopment 
for the country with due regard of th e interest of u.s . 
po tent ial investors, in the spirit of the famous Point F our 
Program of Pr~sident Truman, a joint Brazilian U. S . Tech-
n ical Commission studied the related problems. The CoJ11.mis-
sion, under the joint chairmanship of Dr. Octavia Gouvea d e 
Bulhoes, a top official in the Brazilian Min i stry of F in-
ance, and John Abbink, a f0rmer chairman of McGr aw- lU ll 
International Corp., explored t h e economic situati on of 
Brazil i n great d etails, analyzin g 1) the natural an d capi -
tal resources 2) the supply of labour 3) problems in fiscal 
and banking fields 4) domestic and international trad e and 
5) the posit ion o f Brazil in the world economy. This study , 
whos-e conclus i ons have b een summarized in a report dated 
Rio de J·aneiro February 7, 1949, contains recom.menda tions 
of hi gh economic value which can be considered t h e funda-
men tal princip les t h at must be leg ally recognized in order 
to attract forei gn capital: 1.- fr eedom of inv 3stments 
and 2.- fre'e inf l ow and outflow of forei gn cap i tal. The 
report has been warmly and favorably a ccepted b y the U . s " 
' . 
businessn1an associations and votes are made that simi l ar 
' 
joint studies wi ll soon be launched in other Latin Ameri c an 
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countries. 
Nationalization and Government-Owned Companies 
At the present time there is n o nationalization 
movement in Brazil and if the Government operates the 40% 
of the total railways systems it develop ed through force 
of necessity when concessionaires failed to raise the re-
quired capital or as a result of financial d iffi cu lti e s of 
the operators . The Gov ernment owns t :t.e Lloyd Brasileiro, 
whi ch is the principal shipping company in the country, and 
it operates a shippin g service in the Amazon Valley . The 
National Steel ~ ill at Volta Redonda , the Cia V~l e do Rio 
Doce, the ltab ira. (iron ore} Company and the l'Tational I1, otor 
Factory for which Export-Import Bank loans were obtained , 
have been financed by the Braz i l ian Government, wh ich par-
ticipat e , financially, in the formation of a water - power 
company in the Sao Francisco Val ley and of a refinery in 
Bahia. Re gulat ory Government a gencies ("defe s a 11 institutes) 
rational lz e the production and i mprove t he marketin g of 
coffee, cacao, sugar, tob acco, rice, mate , etc. 
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Chapter 17. 
Personnel, Salaries, Wag es and Labor Le o.;islation 
In Brazil there is not" any unemployment problem , 
but with the increased industrial development, there is 
rather a scarcity of skilled lab or. 'I'o overcome the pre-
sent need that vdll be even more acute in the future, the 
g overnment has established liberal immt gran t quotas for 
each country of the world, stat ing as a rule t h at 11 vvi thin 
the limits of the law, the entry of any forei eoDer is leg al, 
provided he is 18 year s of a g e or over, is in perfect 
health, of proven moral character, and shows that he is 
able to provide for h~mself and his dependents either 
through his labor of by means of ftnancial resources that 
he po ss esses 11 ; and moreover for specialized workers or 
technicians ·willing to settle permanently there are parti -
cularly favorable le gal disp6sitions f or them and their 
families . Salaries and wag es are much lower than in u.s. 
and they vary sensibly from one p art of the country to an-
other: the highest being paid in Sao Paulo, Rio de J~neiro 
areas, the lo~;e 'b in the Central Amazon. Althou gh statis-
tical data for the country to be compared wtth the co st of 
living are not always available, howt:;iver, as reported by 
the Servico Social da Industrial of Sao Paulo, in this area 
wag es are increasin g more rapidly than prices. Th e Consti-
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t ution of 1946 as the article 157 out lines the precepts 
g overning lab or leg islation: the worker has a leg al ri ~,ht 
a) to p articipate directly in the profits of the enterpri se 
in which he is workin g , on the terms and in the manner pr o-
vided by law; b) to a we ekly day of rest, with pay , p re -
ferab ly on uunday . 
The presen t labor leg islation is contained in the 
Consolidated Labor Laws of Braz i l (decree - law No. 5,452 
of May 1, 1943, as subsequently amended) and the main pro-
visions are: 
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1) two-thirds of all employees of commercial and i n -
dustrial firms must be ):>razilians and two-thirds of 
the entire payroll must be paid to Brazilians. Dir-
e ctors of sociedade anonima , elected by stockholders, 
and managers of companies in which they have contri-
buted a capital exceeding 30,000 cruzeiros, are not 
considered employees. 
2 ) i=i'ach employe e is required to take out a "c ert 3ria 
profissional 11 or ident:i.ty b ook with the Wt inistry of 
Labor. This constitutes a record of an ind ividual 's 
emplo~nent~ including ho l idays and salary status, the 
entries in the book bein g made b y the employer. 
3) Each worker has a right to a minimum wa ge according 
to the region and the s:i.ze of the c i t y or town i.n 
which he is working 
4) An employer wi t h more than 2 years serv ice mus t re-
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ce i ve as indemnj_ty , 1 month sal ary , for each year in 
case of discharg e and i s entitled to 1 month 's not"ice . 
If he has served with t he same firm mor e t b an l year 
. bU:t l es s than 10 he 'can be discha r ged any time · only 
for "just c ause " ( as d isloyalty, dishon e sty , habi -
tual drunkenn ess etc.) but if his s ervic e has been 
for more than 10 year s he can b e dischar ged only 
after an a dministrative inquiry by the Ministry of 
Lab or and in any case after the indemnity has b e en 
paid . 
5) 'I'he employer i s required to in sure all employees a -
g a i nst acc idents sustained within t he scope of t he 
emplo-yment, a n d the insurance must be wi t h a loc a l 
a ccident insur ance company. 
6 ) No minor under 14 y ears of a g e may be empl oyed . 
Those be t ween 14 and 18 are n ot a llowed to work b e-
twe en the hours of 1 0 P . M. and 5 A. M. and employers 
mus t allow min or s time off to atten d classes. 
?) Women are prohibited to work dur j_ ng the night t ime and 
for a period of six we eks before and after chil-birth. 
Sp e c ial le g i slation regulate s the condition s an c1 t ypes 
_of wor k i n which women can b e employed. 
8 ) The e mp loyer and each emp loyee is required to con-
tribute 5% of the employe e 's s a l ary up to 2,000 
cruzeiros annually f or t he emp loyees pensi on fun d . 
9 ) 'I'he work ing hours for industrial and commerc ial 
e stablishments are fixed at 8 per day and 48 p s r 
week. 
10) Each employee is entitled to an annual 2 we eks ho l i -
day wi th full pay. 
Under social i nsurance and welfare legislat i on, 
there are five independent org anizat i on s whicb cov e r payments 
for invalidity , occupational diseases , old a g e, sickness, 
maternity, etc; their reserve funds are invested in welfare 
pr o grams, including hospi t a ls, dispensaries and bousing pro-
jects. These institutes are: 
Servico Social da Industria 
S ervico ;:Jocial do Cornmercia 
Le gi ao Br asieira d e Ass istencia 
Servico de Al imentacao da Previdencia Social 
Je lfare Services of the Syndicates _ 
There are also two special training or ganization s 
one for industr y and the other one for trad e: 
Servico Nacional de Aprendizag em Industrial 
Servico Naciona l de Apren d izag em Commercial 
This larg e social security system is still in de -
velopment, but i t organiz e s already approxirn ately 10,000,000 
people. 
Lab or Un:tons. In 1 9 46 the Labor Confederat ion 
(C T B) and the Uni o e s Sindicais were suspended by the Govern-
rrent b ecaus e of t h eir leftist character and n o union el e ction 
be.s been permi tted since t hen . '1'he associations stilJ · i n 
existence __ -.a-.- e nly soci::L - :::.er\rice f unct :i on s, and w>en labor 
dispute s ari s e, special l abor courts and labor conciliation 
boards have exclusive jurisdiction over them. 
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Chapter 18 . 
Taxes on Business 
Tax e s in Braz i l a re high er than in the ma jority of 
the other South American c ountri es , and they can be l evied by 
the Federal and State Government and by local author ities . 
Federal Taxe s 
1) Income Tax. Under the provisions of the Con-
s t itution of Brazil, only the Fe d eral Gov ernment may a s s e ss 
a tax u p on income and profits . 'l'he pre-sent income t a x law is 
decree No. 24, 239 o f December 2 2 , 1947 , effective January 1, 
1 948 . The p revious income tax law, de cree-law Ho. 5, 844 of 
Sept embe r 23 , 1944, had b~en s upplement e d by an exc e ss-pro-
fits tax on the income of juridic a l persons (decree-law No. 
6 ,244 of January 24, 1944 , as amen ded b y decree -l aw F o. 9 ,159 
of Apr il 1 0 , 1 946 ). Decree-law No . 5, 844 wa s amende d and the 
ex cess-Dr ofits tax revoked b y Law No . 1 54 of November 25, 
1 947 , and the consolidated l aw wa s t hen issued a s decr e e No . 
24 , 239 . 
The income t ax is assess ed a~ainst income declared 
by individuals with an a.nnual income of more than 24 , 000 
cruz eiro s and b~ jur idical per sons and a lso is a ss es se d at the 
source a g ainst profit s f rom t h e sale of real proper t y , income 
on b es.rer securities , s.nd income accruin g to p er s ons resid-
i ng or comp ani e s d omic iled abr oad . 
Declarations for income t ax pu.rpos e s must be filed 
armus.lly before Apr il 30; the decl arations are examined b y 
t he t ax o f fi ce and notices sent out for payment of the tax 
due . If the taxpayer pays his tax at the time of filin g the 
declaration, he receives a discount of 5% of the amount due 
if payment is made in January, 3 ~b :tf in F ebruary, an d 1% if 
in r,:rarch. 
Resident individuals - The tax payabl e by indivi-
duals i s divided into two rates: the prop)rtional rate, 
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vary.' n g in accordance with the source of the revenue and cal-
culated on the total net income in each cate gory; and the pro-
gre ss i v e rate , imposed on the total net income received from 
the various cate gories, minus allowable deductions. 
In computin g the income subject to the proportional 
t a x, busines s expenses vlfhich a re em .. F erated in the law are 
deductib l e . 1'he ei ght income categories and the pr op ortional 
rates a ssessed on net income derived from e a ch are as follow s: 
(1) Schedule A. Income from nominative b on ds issued by the 
Federal St ate , or municipal Governments excep t issues sp e c i -
fically tax-exempt . Rate, 3%. (2) Schedule B . Income from 
p ersonal property and capital assests, except Go vernment 
bonds. Rate, 10%. (3) Schedu l e C. Income from the exer-
ci se of an ;• emp loyment , position, or duties, includ ing r enum-
eration to directors and members of t he council of syndics of 
corpor ations an d to i ndividual merchants or members of c om-
mercial and industi'ial companles , when such renumerations are 
repres ented by a f ixed monthly p ayment, char ged to g en -
e ral e xpen ses or subsidiary accounts , in the accounts , 
of the firm or comp any. Rate, 1%. Payments to indivi-
duals fiscal and a dministrativ e adviser s whi ch do not 
exceed 20% of t h e oaid-in capital o f the corporation or 
60 , 000 cruze i ros annual l y a n d -payments to directors whi ch 
d o not exceed 20% of t h e firm's paid-in capital or 
120,000 cruzeiros annually may be included under Schedule 
C . Payments in excess of these amount s are taxable as a 
part of t 0.e firm 1 s net profi t . In the case of individual 
mer chan·L.s or partners , t he r emuneration, to be included 
under Schedule C, may not exceed 24,000 cruzeiros annual -
ly if the cap ital contributed by the recipient is not in 
excess of 120,000 cruzeiros. The remuneration of p art -
ners who contribute no capital may be included under 
S ch edule C, if payments are made, i n acc ordan ce with con-
tractual obligations, up to a maximum of 10,000 cruzeiros 
per month . ]\..mounts distributed as bonuses may not exceed 
120,000 cruzeiros annually to each individual in order to 
be included as income receiv ed under Schedule C; any a -
mounts in excess of t h is figure will be taxed as p art of 
the inc ome of the firm p aying the b onus. ( '± ) Schedu le D. 
I ncome from other occupations, including profession al 
fees, remuneration for noncommercial services , services of 
a g ents, representat ives, or other persons not en ga ged in 
commercial activities for the ir o~~ account, brokerage 
122. 
fees, etc. Rate, 2%. (5) Schedul e E . Income derived from 
real p roperty, such as rent and income from l eases. Rat e , 
3%. ( 6 ) Schedule H . Income from lucrative occupations 
other than lhose l is ted in the other schedules. Rate 5 %. 
The progressive tax only is lev ied on i n come s 
classified under Schedule F' , income accruin g to indivi-
duals from various op erations of juridical persons , and 
Schedule G , in come from a griculture. 
In c alculatin g t h e net i ncome subject t o the 
progres s ive rate of tax, the followin g deductions are al-
lowable under the law: interest on personal debts; life 
i nsur ance premiums paid to Brazilian companies or thos e 
authorized to function in the country; lo sses due to acts 
of God , not compensated for b y insuranc e or other indem-
nity; con t ributions and g ifts to philanthrop ic institu-
tions in Br azi l; personal exemption of 24 , 000 cruzeiros; 
family maintenance , at the rate of 12,000 cruzeiros an -
nual l y for the other spouse and 6 , 000 cruzeiros for e ach 
min or or invalid child or unmarried or widowed daugh t er 
wi thout support; payment made for medical and dental ser-
vices in behalf of the t axpayer or h is dependents , pr ovid-
ed the annual gross i ncome of the t axpayer d o es not e x c eed 
120 ,000 cruz eiros; support payments to parents or othe r 
ascendent relatives or to a brother or sister unable to 
work; 6 ,000 cruzeiros for each p oor child a taxpayer is 
support in -· and e ducating . 
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The pro gressive rates on individual j_nc ome s 
r an ge from l ~~ on net income of between 24 ,000 and 30 , 000 
cruzeiros to 50% on net incomes of over 3 , 000 ,000 cruz-
eiro s: 
Taxab le i n come Rate of tax 
(in cruzeiros ) (in percent) 
24 , 000 or l ess Exempt 
24 , 000 t o 30 , 000 l 
30,000 t o 60 , 000 3 
60 , 000 to 90 , 000 5 
90,000 to 1 20 , 000 7 
120 , 000 to 1 50,000 9 
150, 000 to 200 , 000 12 
200 , 000 to 300 , 000 15 
300 , 000 to 400 , 000 18 
400,000 to 500 , 000 21 
500,000 to 600,000 24 
600 , 000 to '700,000 2'7 
700 , 000 to 1,000 , 000 30 
1, 000,000 to 2 , 000 , 000 35 
2,000,000 to 3,000 , 000 40 
?.: 000 OOlJ v , ' and above 50 
In calcv_l ating t he pro;:;ressive tax, the rates 
cited fal l on that p ortion of the i n come included be tween 
the l imits set for each class . The tot a l pr ogressive tax 
i s the sum of t h e parts c orresponding to e a ch class, u p to 
the limit indicated by the net income of t he taxpayer . 
Juridi c al persons . - The followin g jurid ical per -
sons are exempt f rom payrnent of the i ncome tax: Societies 
and foundations of ch arit ab l e, r eli gion~, e ducational, cu l-
..... 
tural, scientific , and recreational charact er; a s socia tions 
an d s yndicat es - whic·h hav e as t h eir object carin g for t he 
I 
. i n t erests o-f their members; and mercantile c oo'per at ives as 
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well a s certain other type s of coo e r atives enumerat e d i n 
the law. 
Juridical persons are normally taxed in accord-
anc e with the profits shown by their annual balance sheets 
and profit-and- loss stat ements. 1!d th the exception of 
corporations and socied ades por quotas , concerns with a 
- capital of over 5o,ooo cruzei r os or gross annual receipt s 
exceeding 200,000 cruzeiros, and branches, suboffices, or 
a gencies of foreign firms, juridical persons may exerci se 
the option of b ein g taxed on the b asis of pr esumed profits, 
calcu lated at 8% o f t h e gross receipts. 
Juridi cal persons whos e rofits are derived both 
in Brazil and a broad are subject to taxation in Brazil 
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only in connection with income from national sources, in-
cluding thos e from commercial transactions initiated in 
Brazil and complet ea abroad, and v ice versa; from the ex-
ploitation .of raw materials with-in the country, even though 
processed, solrr or used abroad, and vice versa; and from 
transportation Bn d other means of communi c ation with for-
· eign countries. 
Nece ssary business eipenses and reserves for 
losses and de reciat ion may be duducted from gross profit 
in determinin g the taxab le profits; the types of ,expendi-
tures and reserv3s allowable as diductions are enumerated 
in the law. _ran ches, suboffices , or a gencies ih Brazil 
of firms or companies wi th home offices abroad may deduct 
only expen ses incurred in Brazil and sums for the amorti-
zation and depr eciation of rr ovable uroperty existing t~ere . 
Additional costs or ~ny readjustments of costs are not de -
ductible after t he original i .nvoicin g of merchandis e re-
ceived from home offices by branches in Brazil of firms 
with home offices a broad. 
A loss incurred in one year may be deducted 
from profits in the thre e followin g years; this deduction~ 
h owever, may be made only in the absence of appropriate 
reserves. 
The tax on nrofi t s , either real or p resumed, is 
assessed at the followin g rates: 10% on prcifits up to 
100,000 cruzeiros; 12% on profi t s betwe en 100,000 and 
500 ,000 cruzeiros; and 15% on profits of more than 500 , 000 
cruzeiros. Concessionaires of public utility serv ices 
whose profits do not exceed 12% of the capital invested 
will , instead of the abov e rates , pay a tax of 8~ . 
refits from the sale of real property by indivi-
dual~ - tax of B% is levied , befor e the tran saction may 
b e completed , on profit obtained by in dividuals in the sale 
of real property. In addition to deductions from the pro-
fit for i mprovements and commissions , the followin g d e-
duc tions are al lowable before pa;yment of the tax : 101; of 
the profit w~en t he property was acquired wit ~in t he 2 
year prior to its sale , 15% vvhen the period is l on ger than 
2 year s but less than 5 years , 25 r6 when the period is be -
( 
tween 5 and 10 years; and. 30% when the period exceeds 10 
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years. 
Income on bearer securities. - The followin g 
taxes are l ev ied at t :te source of · payment: 6/~ on i nt erest 
on Government b earer s ecuriti e s unless s p ecifically t ax -
exempt; and 15% on dividends, interest, or any other r e -
turns from non-Government bearer shar es or s e curiti e s. 
Income of p ersons residing or com1:;>anies domicil-
ed abroad.- Income arising from national s ourc es , ac cru-
~n g to nonresid ents, residents absent from the n at ional 
territory for more t~an 12 months , and to residen ts from 
a broad remaining in Braz i l for less than 12 month s, is sub -
ject to a tax deduction at t he source at t h e r ate of 151b . 
In come from b earer securities t axable at the source is 
subject only to any d ifferenc e b etween the t ax ap:nl ica l e 
and 151L The deduction of cert a in expen se s from i ncome 
received from real e st a t e is p ermitted before the appli-
cation of t h e tax. 'rhe only e x c eptions f r om this tax are : 
(1) Commi ss ions paid b y exporters of any Brazilian nr c-
ducts to their a gents a broad; (2 ) commis s ions paid b y 
Brazilian navi gation enterprises t o their a~;ents abroad , 
in payment for services rendered ; and (3) profits shown b y 
b ranches of c ompan:i. es domiciled abroad whi ch are used in 
Brazi l in the expansion of t h eir industrial pl ant . 
In connection with t he t h ird exception enumer at -
ed above, atten t ion is called t o t h e f a ct t h at the pr evious 
income tax law did not provi d e t hi s exception. I n the case 
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of all profits shown b y br anch e s of forei gn companies, ex-
cept those us ed for nlan t exp ans ion, the in terpretation b y 
the Brazili an Tr easury of t h e previous income t ax l a stil l 
i s applicable. The nonresident 1 s t ax is payable on all 
profits credited , even thou gh n ot remitt ed, to the head 
office abroad, on t he theory that t l:e profi ts are ac cru -
ed to t h e head office and not to the branch. Nevertheless , 
t he branch is required to p a y also t h e income tax appli -
cable to the profits of juridical persons domiciled in 
Br a zil. 
2) St runp Tax . This is a t a x i mposed on c on-
tracts , receipts , and othe r d ocumen ts enumerat ed in t h e 
stamp-tax law. Certain documents ar e subject to a fixed 
tax, regardless of t he sum involved in the transaction. 
Others, such as contracts, are subjec t to taxation i n pro-
p ortion to the amount inv olved, . the general rate being 5 
cruzeiros p er 1,000 cruzeiros or fraction thereof. 
3 ) Education and health t ax. This tax is col-
lected in the form of stamps affixed to any documents sub-
ject to the stamp tax, at the fixed rate of 8 0 @efitavos 
per document. 
4) Consumption tax. Th is tax is lev ied on many 
t)~es of consumer g oods , both national and imp orted, at 
rate s varyin g in accordan c e with the connnodity in volve d. 
In the case of nationally produced g oods, t he processor or 
manuf a cturer pays t h e tax, and in the case of imported 
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g oods, the tax is paid at the same time a s t h e customs 
duties. The law provides that , for certai n commodities, 
the tax on imported goods shall be hi gher t h an that on 
goods manufactured in Brazil. 
5) Syndicate tax. This is a tax p ai.d annually 
by the employer and emp loyee for the maintenance of t h eir 
respective syndicates (class or ganizations). Separate 
syndicates represent empl oyers in specific types of busi-
ness and corresponding syndicates exist for _ their empl~y­
ees. Th e employer comp an y pays on the basis of its capi-
t a l- wi t b a capital o f less t h an 500,000 cruzeiros, the~ 
tax is 1,000 cruzeiros. 
In t h e case of a branch office in Brazil, the 
cap ita l would be considered that which has be en allocat ed 
by t h e forei gn company for oper a tion in Brazil . 
6) Contributions for pension fun d s, welfare or-
g anizations, etc. In the case of each employee, the em-
p loyer an d the employee each is required to contribute 5% 
of t h e employee's salary u p to 2,000 cruzeiros annually 
for the employee' s pension fund. 
The emp loyer also p ays, on salaries up to 2, 000 
cruzeiros annually for each employee, the followtn g con-
tributions: 2% for the social service funds having as 
their objects measures contributing to the welfare and 
standards of l ivtng of employees; one-h al f' of 1 ~£ for the 
institute charg ed with g ivin g med ical a s sistance to the 
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gro~ps covered b y the pension funds; one-half of 1 / for t h e 
Le g iao Brasileira do Asistencia, a relief organization; 
and l~ for the apprenticeshi p funds). 
7) Tax on the production of mine s. The Mining 
Code ( wl1i ch is now under revision) provides that t he com-
b ined taxe s levied on mining companies by the Federal 
Government and the Governments of the States and munici-
p alities may not. exceed 8/b of t b e value of the output of 
the mine . Of t h e over-all tax, 3% g oes to the Federal 
Government and 5% to the St at e Government, which allocat-
es a portion to the mun icipality involved. The combined 
tax of B% is in lieu of all taxation except the income tax; 
in the case of gold mines, however, it is also i n lieu of 
t h e income tax. 
8 ) Exchang e Tax . By Law No. 156 of November 27, 
194? , effective January l, 1948, a tax of 5 ~~ is i mposed on 
r emit t ances of forei gn exchan g e except those for (l) ser-
vice of t he external debt of the Federal, State, and muni -
cip al Governments ; ( 2) service of private forei gn invest-
ments effected in accordance with de cree-law No. 9 ,025 of 
February 27, 1946, as outlined above; (3) foodstuffs de -
signated as prime necessities; (4) fuels , lubricants, 
newsprint, an d paper for books if i mported duty free; (5) 
diplomatic and consular remit tances to countries granting 
reciprocal exemptions to Brazil; and (6) duly authorized 
interbank exchan ?; e transactions. 'l'he appl :i_cation of this 
130. 
tax ma k es the effective exchan ge rate on n onexempt tran-
sactions 1 9 . S56 cruzeiros to the dol l ar. 
State Ta xes 
l) Sales and consignments tax. This tax, which 
in the various State s ran ges from l i to 21; of t h e invoice 
v alue of all mercha.ndise sold or consigne d and delivered 
within Brazil, is p aid by t he seller by means of s p ecia l-
purpose st amps. For purposes of fiscal control, firms are 
required to maintain various fiscal sales books. 
2) Property-transfer tax. This tax is levied on 
any transfer of real estate. The rate varies, depending 
on the St a te; in Sao Paulo and the Federal District (the 
city of Rio de Janeiro), it is approximately 10%. 
3) Gifts and inheritance taxes. The se taxes 
also vary between the State s. 
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4) Land tax. 'rhis 11 i mpo s t o territorial 11 is i m-
po sed on all rural pr op erty located outside the cit ies. In 
the State of Sao Paulo t h e rate is l /470 of the vs.lue of 
the land wi t h out i mprovements, and in the Federal District 
it is l of 1 % for cultivated land on l of 1% for unculti-
vated land. 
Local Taxes 
The Constitution of 1946 (Article 29) reserves 
to the mun i cipalit ies t be right of levyin g taxes on urb an 
land and bui l dings , license and industries and professions 
taxes (imposed on professional offices and j_ndustrial and 
commercial establishmcmts), amusements taxes, and taxes 
on any other acts or matters sub ject to their jurisdiction. 
l) Tax on city real property. This tax is bas ed 
on the value of t he land with its improvements. In the 
Federal District the rate is 12% on the asses s ed value of 
i mproved city property and 3~% on unimproved property. 
2) Licenses and industries and professions tax. 
These two taxes are similar in purpose; both are imposed 
on industrial and commercial establishments and prof es sion-
al offices and are a ss essed partially on the b asis of the 
a~ount of rent paid. Before the promul gation of the pre-
sent Consti tution, the former tax was levied by the muni-
cipality and the l a tter b y the State. 
Al l these taxes, wh ose application results in a 
considerable burden on business activities will b e pro-
b abl y increased, in order to supply the Government in its 
program of development an d industrialization of t b e coun-
try. 
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C:tapter 1 9 . 
Buying Power and Nf arketin g Areas 
Financial Condi tions 
Th e financial situation ln wh ich Frazil found 
it self in the post war years can be summarized as follows: 
l) Monetary Inflation increasin g mor e an d more . The 
money supply f rom 4,020 million cruzeiro in 1 939, reached 
1 8 ,090 millions in 1 946 an d demand deposits from 7,080 
mil lion cruzeir o in 1939 were 30,120 million in 1 947. 
1 939 
1940 
1941 
1942 
1943 
1944 
1945 
1 94 6 
1947 
1948 
l'~ oney supp l y and demand d eposits 
(in l, OOO mi llion cruze iro) 
4 . 02 7. 08 
5.50 9 .08 
6.33 10. 95 
8.76 16 . 30 
11 . 90 21.89 
14 . 68 24 . 01 
17.24 22 . 95 
18 .09 26 .98 
17 . 55 30~12 
30.86 
F i gure No . 11 
( From the Statistical Office of t h e United Nations 
2 )Unfavorable Balance of Payments in 1947 for 
the first time in t h e economic history of Brazil, due to 
t h e accummulation from the war of unsatisfied demands for 
imported consumer a nd capital g ood s and add itional 1 ser -
vicen items, such as amortizat i on and interest payments on 
external debt, remittances of earnings on foreign invest-
ments, remi ttances by Brazilians to t he ir relatives in 
foreign countries etc. 
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Year 
1939 
1940 
1 941 
1942 
1943 
1944 
1 945 
1 946 
1947 
1948 
Foreign Trade Balances 
(in b illion cruzeiro) 
Expor t s 
5 r · o O 
5.0 
6 .7 
7.5 
8.7 
10.7 
12.2 
18.2 
21.2 
15.9 
Imports 
5.0 
5.0 
5.5 
4.7 
6.2 
8.0 
1 8 .7 
13.0 
22. 8 
16.0 
Figure No. 12 
( From t he Abbink Mission Report) 
Balance 
0.6 
o.o 
1.2 
2 . 8 
2 .5 
2.7 
3.5 
5.2 
-1. 6 
-0.1 
Jib e total deficit for 1949 is expected to be 
more than 3 billion cruzeiro, although the gold res erves 
have not be en substantially decreased from 1945 (then 
valued at 354,000,000 U.S. dollars and 1948-1949 at 
~~317 ,000,000) and althou (7)1 foreign exchange reserves 
situation is satisfactory (in 1945 there were 312 mi llions 
of U.s . dollar equivalents and in 1949 they amounted t o 
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365 millions). The problem is that there are large exports 
to 11 soft currency" countri e s but t h eir currency are not 
convertibl e in U. S . dollars, and, b ecause of scarsities of 
supply in Europe and preferences in Brazil for many u.s . 
products Brazil although a " good dollar earner" is nshort 
of d ollars 11 to pay for the j_mports whose larger amount is 
from u.s . 
3) The Federal Government Ex~nditures have been 
higher t h an the tax receipts and in 1946 the government de-
ficit reach ed apeak of 21 6 billion cruzeiros. 
4) the Cost of Livin g increased almos t 4 times 
from 1939. Taking 1 9 3 9 as 100 in September 1 948 it ·was up 
to 364 . 
5) t h e Wa ges and Salaries although augmented 
substantially , they did not follow the same proportion of 
the cost of living , determining a lower livin g standard. 
The Fundacao Vetulio Vargas showed indexes for 
Rio de Janeiro of 116 for the cost of livin g as compared 
with 110.2 for averag e industrial wages in October 1 9 47, 
both based on the 1946 monthly aver ag e of 100. 
'rhe Brazil ian Government is trying hard to re-
solve the situation above outlined, with all possible 
means: establishing favorable economic conditions for 
an increase of general production through development pro-
gram and forei gn investments; controlling t h e inflation 
through a careful credit policy and wel l balanced spend-
in g program; and checkin g wages and salaries. 
In 1949 it has been estimated that the inflation 
was satisfactorily contained and that t n e government bud-
get was well covered by the taxes revenues. The p roduc-
tion had not to suffer from strikes or slow do\~ t actics 
and the general economic out-look was considered well pro-
misin g . 
Buying P ower 
The economic structure of Brazil, the relatively 
h eavy taxation and the prices rising above wages have low-
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ered t he purchasin g p ower of the reater part of Brazil's 
p opulation as compared with pre- war years . It has been 
estimat ed that not more t han 15 or 20~~ of the population 
is abl e to purchase l mported merchandise or any commodi -
ties beyond t he mer e necessity of life. 
No statistical data are a v ailable on the di stri-
bution of in come for all t be Braz ilian p opulation, but an 
indication of it can be obtained from the number of tax-
payers in Rio de Janeiro, the wealthiest city of the coun-
try; out of 1, 825, 900 total p opul ati on in 1 942 , on ly 
38 , 2 22 in d ividuals or business organizat i ons report ed to 
the in c ome tax department an i n come in exc ess of 1 2,000 
cruzeiros, or in that time ab ou t ~~ 600 , and of t hem more 
than 15 , 000 had an i n come of less than 20,000 cruzeiros. 
It can be c on c luded t hat t h e averag e purch asing 
~ower is l ower not only than t h at in u. s . but als o that in 
Argentina; the development program of t he g overnment and 
the forei gn investments whi ch wi ll be attracted her e , 1111 
better the pre sen t situation, but t h e effects of a ll these 
propositions c an n ot appear immediatly . 
Marketing Areas 
The population of Br az il on January 1, 1944 was 
estimated to be about 44 ,400 ,00 0 of which about 1 0 , 000 , 000 
belon g to urban zones; 4,000 , 000 to the suburban and 
30 ,400,000 to the rural zone. Of t he urban p opulation 
1,903,100 are in Rio de Janeiro; 1,408 , 500 in Sao Paulo; 
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376 ,800 in Recife ( P ern ambuco); 314,30 0 in Salvador 
( Bahia); 294,500 in Poro Ale gre (Rio Gran de do Sul and 
225,000 in Belem (Para); all the other cities are scarcely 
p opulated and only few have populations from 50,000 to 
150,000 (Manuas-Amozonas, Fortaleza-Ceara, Joao Pes s oa -
Paraiba, Belo Horizonte-Ivi i n as Gerais, Ni teroi, Rio de J an -
eiro , Suri t iba-Parana). 
In every one of these cities the standard of 
living is much higher t h an in the other areas but still 
very low under North American viewpoint. Neverthel e ss 
Rio de Jan eiro an d in some respects S ao Paulo are modern 
metropolies with the highest standard of living of Brazil. 
I n the cities the population is preval ently of 
Portug ese, Ital i an, Spanish a n d German extract i on and con-
s t itutes in general g ood market, according to their income . 
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Chap ter 20. 
Future Possibilities for .~erican Investors in Brazil 
Conclusion 
Brazil is the first country that, as soon a_s the 
famous "Point Four Program" was declared, demonstrated its 
welcome to this political economic idea, showin g its will-
j_ngness to cooper a te in the realization of it. In the 
spirit of the general principles already stated in the 
Constitution of 1946 , Brazil liberalized more and more its 
con~ercial-economic policy and, for the purpose of findin g 
out how the country could be developed in the most effec-
tive way , the u.s. Government was asked to form, to gether 
with the Brazilian Government, a joint Technical Commission 
(see ch apter 16). 
Th e resources of the country hav e been studied 
and scientifically controlled , the financial and the e-
conomic problems have be en deeply analized and , as a r e-
sult, a detailed report has been presented to b oth Govern-
ment with a s eries of recommendations. 
As far as the present study is concerned, these 
facts have be en ascertained : 
1) the existence of i mmense resources of minerals and 
other raw materials (chap t er 14); 
2) lack of inlan d transport a tion and communication s; 
3) undevelop ed industrialization; 
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4) a gr owin g u r ban p opu l a tion of wes ter n European ex-
traction; 
5) labor cheap er t han in U . S . , with a high percentag e 
of u n ski lled workers; 
6 ) an a ctual we a lth that can fi nance for 2/3 t he e -
timated cost of the development pro grar. The re -
con~endations hav e be en based on t h e s e principles : 
a) no d iscrimination bet ween forei gn or domestic 
ent er prises 
b ) fre e inflow and outflow of capi tals 
c ) f r eedom i n investing , wi t h due c onsider ation 
to t h e safety an d t o t h e national s e curity o f 
the c oun t ry 
It is now on t he Brazilian an d U . S . Government 
to transla t e the prop o s a ls into a ct ion . The above pr i nci-
p les are e c onomically sound b ec ause they express in dif-
ferent for ms t he t wo fun damen tal r u les t h a t govern forei gn 
investments : 
1) each i nve stmen t in a for eign c ountry mus t be just -
ified by economic adv a n tag es for t he i nv e stor and 
for the c oun try in which the i n ve stment is made 
2) t he forei gn investor must h ave the ri gh t of dis -
pos ing a t h is will and in anytime the c api tal and 
the profits, if any , lawfull y d erived from his in-
vestment 
The futu r e for u.s . i nvestors in Br a zil is there-
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for e very favorable and a large movement of private U.s. 
ca·p i tal is easily foresee able, if the two governments will 
reach an a greement on t he basis pointed out by th e Ab b ink 
Mission; but also at the present time legal and economic 
conditions are such to justify the conclusion that " Brazil, 
because of its r e sources, its present commercial and poli-
tical policy, can be consider ed a very attractive country 
for foreign investors who can have the great advantag e of 
investing ~arly in a growing country, which baked by im-
mense natural richness will have an amaz:tng splendour in a 
not -too far future". 
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Rivers 
Amaz on 
Pur u s 
Sao Francisco 
'rocan t i ns 
Araguaia 
Gu a por e 
Madeira 
Itapecuru 
P araguay 
P arnaiba 
Das Velb.as 
Je quitinb.onb.a 
Ur uguay 
Paran a 
Ribeira de I guape 
Do c e 
J e.cui 
I taj ai - Ac u 
BRAZIL· 
River System 
Navigable Distances 
(in miles) 
1970 
1970 
1 680 
860 
81"0 
770 
680 
520 
450 
420 
400 
380 
360 
340 
190 
.'.140 
140 
110 
Basin 
il.mazon 
Amazon 
Sao Francisco 
i-\.maz on 
Amazon 
.Amazon 
Amazon 
North-Eastern 
Paraquay 
North-Eastern 
Sao Francisco 
Eastern 
Uruguay 
Parana 
Soutb.- :;:';a <> ter n 
Eastern 
South-Eastern 
South-Eastern 
->:·Department of information and st~tisti c s- Minis try of 
Foreign Affairs 1946 
Table No. 22 
Chief Coffee-Producing Districts in Brazil 
(Coffee is grovm in 1,021 municipalities) 
Municipalities 
Itaperuna 
Pirajui 
Lins 
Joao Pessoa 
Mirassol 
Jau 
Cafelandia 
R:i.o Preto 
:Marilia 
Al e gre 
Sao Mi guel 
Hibeirao Preto 
Bisigui 
States 
Rio de J·aneiro 
Sao Paulo 
Sao Paulo 
Espirito San t o 
Sao Paulo 
Sao Paulo 
Sao Paulo 
Sao Paulo 
Sao Paulo 
Espirito Santo 
Sao Paulo 
Sao Paulo 
Sao Paulo 
No. of 
Plantations 
z ''7 6 '7 
990 
1, 085 
1,179 
1,250 
774 
534 
1,091 
1,117 
1,968 
591 
205 
1,224 
No. of 
Coffee Trees 
35,550,000 
34,049,000 
2 5 , 632 ,000 
23,601 , 000 
23,000 ,000 
21,796, 000 
21,767,000 
20,153,000 
20,100,000 
19, 954 ,000 
19,509 ,000 
17,500 , 000 
1 6 ,795, 000 
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Table l'T o. 23 
States 
Para 
Iviaranhao 
Piaui 
Ceara 
Rio Grande do Norte 
Paraiba 
Per nambuc o 
Alagoas 
Serg ipe 
Bahi a 
rU nas Gerais 
Esp:irit o San to 
Rio de Janeir o 
S ao Paulo 
Parana 
IV! ato Grosso 
Goiaz 
Total 
Production of Raw Cotton 
(In metric tons 2 , 205 lbs.) 
1939 
1,836 
4,920 
2 , 000 
28,065 
22,080 
39 ,2 69 
23,783 
9,159 
4,247 
5,350 
7,170 
1, 800 
273 , 26 4 
4 , 600 
380 
600 
428,523 
1940 
1,461 
5 ,500 
1, 971 
29,017 
30,220 
40,550 
20 ,28 0 
7 , 27 3 
3 , 677 
4,115 
9 ,000 
450 
1,530 
307, 377 
5,400 
400 
__ ..::;.474 
468 , 695 
1941 
1,839 
5,000 
1, 587 
21, 934 
1 6 ,756 
25,555 
1 6 , 832 
6 ,426 
3,551 
3 ,025 
6 , 000 
9 0 0 
3 ,000 
381,000 
9 ,253 
345 
503,003 
1 942 
1,000 
4,155 
1,232 
19 ,048 
11,862 
18,471 
14,002 
5,179 
3 ,500 
1,044 
6 ,730 
290 
3 ,500 
28 2, 66 5 
4,000 
27 6 
37 6 , 954 
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1 943 
661 
6 , 000 
' 959 
27 , 071 
19, 649 
25, 258 
14,6 65 
6 , 330 
3 , 879 
2,241 
3 , 671 
182 
2 , 000 
375, 098 
8 , 477 
303 
496 , 444 
~<- Economi c an d Commercial Division - 1'-~1inlstry of Foreign __ f fairs 
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Tab le No. 24 
Rice Pr oduction 
In 60-lci1ogram bag s ( 1 32 1 bs .) 
Stat es 1 939 1 940 1941 1942 1943 
Terri tory of Acre 35 ,000 17,716 17,855 1 3 ,599 29 ,900 
Amazonas 8 ,200 8 , 4 62 2,500 . 6 ,216 1, 625 
Para 450,000 526,018 443,134 447,489 1,337, 956 
Maranhao 372,129 296 , 91 6 393 , 600 880 ,000 990 , 000 
Piaui 131,000 242, 350 246,000 1 9 6 ,584 239,899 
Ceara 233 ,000 230,000 200,000 250,000 310, 500 
Rio Grand e do Norte 34 , 494 46, 100 24, 000 26 ,340 65,300 
Par aiba 71, 966 64 ,77 9 74,394 77 ,277 80, 673 
Pernambuco 12, 670 34,417 40,000 34,167 38,339 
.f.~1ago as 155,064 262 ,9 67 457,779 2 20,759 239 ,710 
Ser g ipe 143,177 146 ,269 220,949 241, 1 00 204,084 
Bahia 179,939 209,270 232,902 236,110 250,000 
Minas Gerais 5,523 , 600 6 ,210,000 6 ,396 ,180 6 ,723 ,000 6 , 58 3 ,480 
Espirito Santo 139 ,000 1 93 ,196 197,243 200,000 204,167 
Rlo de Janeiro 690 , 400 . 685,720 690,400 683 ,200 696,000 
Sao Paulo 7,800,000 3,463,841 8,130,325 8 , 408 ,000 10,495 , 870 
Par ana 1 95 ,568 3 62 ,996 623,3 30 741,032 854,263 
Santa Ca tarina 855 ,244 8 29,026 962,486 1,026,475 1,07 6 , 235 
Rio Grande do Su1 5,94,S ,31? 5 ,156 , 950 5,554,833 6 , 822, 4 83 4,727,900 
Mato Gross o 275,140 350,000 717, 6 50 880 ,529 750,00 0 
Goiaz 1 2490 2000 2 2 6 62~550 2 z500 2 000 ~602,418 2 2 201 2 900 
Braz i l - 24 ,741,908 21,999,543 28 ,125,560 31,716 ,742 31,367, 801 
~:-Economic and Commerc :i. a1 Division - Ministry of Foreign Affairs 1 946 
Table No . 25 
-
1-' 
loP> 
(A 
• 
144. 
Value of Product and Other Data on Manufacturin g Industries, 
19~59-1940 1/ 
(in million cruzeiros) 
Branch of Industry 
Lr. ineral extraction 
Vegetable extrac tion 
Metal-working 
Mechanical 
Non - ferrous met a ls 
•!ood products 
Paper and Cardboard 
Rubber 
Vege tab l e oils and fats 
Hides and skins 
Eurs , feathers , etc 
Chemical and 
phar maceutical 
Textiles 
· Clothing and shoes 
F'oodstuffs 
Beverag es and stimulants 
Ci vil construction 
Electrical ener gy, 
gas , etc 
Prin t ing 
Mixed 
Total 
Gro s s 
value 
of 
product 
200 
112 
988 
773 
584 
6 92 
275 
92 
25 5 
311 
4 
1,170 
3,619 
732 
4,912 
688 
964 
565 
411 
134 
17,479 
Value2/ Number 
added IN a ges of 
.2x p_~id i· ; estab-
manufac- lish-
turing ments 
1 63 58 2,267 
85 20 1,791 
489 187 1,460 
352 95 694 
340 117 4 , 861 
343 140 5,614 
94 31 228 
41 11 65 
80 15 174 
108 31 1,297 
2 l 18 
612 102 1, 610 
1,413 48 3 2,212 
310 110 3,218 
1,513 325 14,905 
425 72 1,701 
603 1 88 1,243 
472 126 3,218 
229 103 2,207 
_70 __g5 
- 635 
7,743 2,240 49,418 
1Norkin g 
for c e 
33 ,021 
1 8 ,041 
58,951 
24 ,449 
51,728 
58,31'7 
11, 940 
4,400 
7, 651 
1 2,879 
291 
33,399 
230,062 
45,283 
155, 678 
27,462 
59,202 
27,423 
28,874 
9 1753 
898 ,705 
1/ 1940 census data: data on gross value of product , value add-
e d , and wages paid are for the ye a r 1939; working force data 
are as of Sept~ 1, 1940. 
2/ Value added by manufactur ing .is equal to gross value of pro-
duction lass raw materials, fuels, and energy used in the 
process. 
-l<- An uario Bstatistico do Brasil, 1947, p . 134 and 135 
Tabl e No. 26 
Gol d ? urchas e s by the Ba~ co do Brazil, 1 937-41 
Source _1 937 1 938 1 939 1 940 
1./ - -Ki lograms 
Domestic mines 4,424 4, 615 4 , 4 67 4,60 6 
Imports l,lo7 1,712 
All others 2./ 1 ~ 911 2 ,124 3 2 389 3 ~ 602 
Total 6 , 335 6 ,739 9,023 9 , 920 
Ounces ( tro_xl 
Dome stic mines 1 42,235 148,376 143, 617 148 ,087 
I mports 37 , 520 55,042 
All other 2/ _ 61,440 68 ,288 108 ~ 959 115z 807 
Total 203,675 21 6 ,288 290,096 31 8 ,93 6 
1/ 1 k ilogrrun = 2. 67923 troy lb. or 32.15076 troy oz . 
2/ Principally gold from alluvial deposits. 
145. 
1 941 
- --
4 ,58 2 
9 ,792 
_g '708 
17,082 
147, 315 
314, 820 
87z064 
594 ,199 
* Jose Jobim, The Minera l Wealth of Brazil, 1941, p . 36 
Tab le No. 27 
Productj_on of diamonds , by States.1. 1937-39 
(in carats) 
State 1937 1938 
Ivlato Grosso 75,000 30,000 
f(inas Geraes 53 ,000 34,000 
Bahia 48 ,000 28 , 000 
All other 21,088 22,205 
Total 197,088 114,205 
1939 
7 6 ' 600 
52,500 
48 , 000 
31~144 
208 , 244 
,--:-u .s . Bureau of Mines, Foreign Minerals Quarterly, J u l y 1941 , 
vol 4, #1, p . 68 . 
Table :N o. 28 
Produ ction of Manganese ore, by States, 1937-41 
(in metric tons l/) 
States 
Ivlinas G eraes 
Mato Grosso 
Bahia 
P arana 
Total 
1 937 1 938 
262,409 306 ,025 
262,409 306~25 
1 / 1 metric ton = . 9841964 lon g t on. 
1 939 19 40 
2.55 ,147 3 04,901 
1, 990 7,590 
SlB 900 
257,752 313,391 
146. 
1 941 
434 ' ~335 
8 ,13 4 
7,122 
8 0 
449 , 671 
*u .s . For eign Service Report, Rio d e Jan eiro, March 29, 1943~ 
Tabl e No. 29 
Elect'ric Power Industry i n Brazil 
States 
Acr e Terr i tory 
Amazonas 
Para 
Marnhao 
P iaui 
Ceara 
Rio Grande d o Norte 
Paraiba 
Perna.mbuco 
Alag o as 
Serg ipe 
Bahia 
E s p irito Santo 
Ri o de J aneiro 
Federal District 
Sa o Paulo 
Parana 
Santa Catarina 
Ri c Grande do Sul 
lVl ato Grosso 
Goiaz 
Hinas Gerais 
!'lumber 
of 
Generating Plants 
Public Utilities Priv a te 
------------------------ Enterprise 
Companies Thermo- Hydro- · rvr ix- Hydro-
electric electric ed electric 
9 
27 
48 
13 
17 
67 
35 
72 
119 
53 
31 
69 
48 
77 
2 
133 
44 
73 
278 
17 
37 
333 
' 1;602 
9 
29 
50 
12 
17 
65 
37 
80 
1 08 
48 
3 2 
51 
10 
26 
2 
40 
27 
21 
158 
15 
5 
29 
8 71 
1 
1 
5 
3 
15 
5 
19 
40 
72 
132 
19 
53 
132 
7 
36 
370 
910 
1 
4 
1 
2 
2 
2 
11 
6 
1 
1 
15 
2 
19 
1 6 
64 
~!- Econ omic and Cormnercial Division- Ministry of Foreign Affairs 
1946 
rl'ab1e No. 30 
Railways in Operation 
Length of Track in States and Territories 
Regions, States and 'rerritories Length of Track 
l\l·orthern Hegion 
Territory of Amap a 
Terri tory of Rio Branco 
Territory of Acre 
Territory of Guap ore 
A..rnazonas 
Para 
North-Eastern Re gion 
:Maranhao 
Piaui 
Ceara 
Rio Grande do Norte 
Paraiba 
Pernambuco 
Alagoas 
~t? stern Re gion 
Ser g ipe 
Bahia 
l'1Iinas Gerais 
Espirito Santo 
Eio de Janeiro 
Federal District 
Southern Re gion 
Sao Paulo 
Parana 
Territory of I guacu 
Santa C8tarina 
Rio Grand e do Sul 
Vest Central Re gion 
Goiaz 
Mato Grosso 
Brazil 
Kilometers 
\ 
\ 742 
366 
376 
42454 
449 
247 
1,291 
530 
48 9 
1,102 
3 4 6 
142372 
303 
2,269 
8 ,270 
696 
2, 687 
147 
13:815 
7,446 
1,545 
68 
1,191 
3,565 
12222 
409 
813 
34, 605 
Miles 
461 
227 
234 
~767 
279 
154 
802 
328 
304 
685 
215 
8 2 931 
190 
1,409 
5,139 
432 
1, 670 
91 
8 ,586 
4,627 
960 
42 
741 
2,216 
759 
254 
505 
21,504 
~~ Economic and Com .. rnercial Division - Ministry of Foreign 
Affairs 1946 
Table No. 31 
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P AR'l1 IV. 
CHILE 
Chap t er 21 . 
A Sun~ary Descr iption: Principal Geographic and 
Economic Facts. 
The Republic of Chile li es between the gr eat 
Andean mountain ran g e and the Pacific Oce an , r eaching from 
the deser t region in the nor th at 17 30 1 south latitude, 
to the snow and ice of the archip elag es terminating at Cape 
Horn . It embraces an area of 286 ,396 square miles, with a 
width varyin g from 100 to 221 mi l e s, and a coa s t line of 
2, 65 3 mi l es . The greater part of the countr y is a series 
of valleys bet ween the Andes an d the much lower coastal 
ran g e; be low about 42 S ., t he coastal ran g e become s a 
series o f islands which f ringe the main land . It is bound-
ed on the n orth by P e r u an d on the eas t by Bolivia and Ar -
gent ina . 
Chile may b e d ivided roughly i nto four d istinc t 
zones. The F irst Zone, (Nortb) desert, f rom 1 8 to 27 
south latitude, comprises vast nitrate, sul phur, and bor ax 
deposits . ·rhere is s c arcely any r ain, and streams a re in-
frequent . Consequently , t her e is littly veg etation and 
f a r min g is confined to the few small valleys that have 
suffi c ient water for irrigation purposes. 
The Second Zon e (North Central) min eral, from 
27 to 32 is rich in copper, g old , silver, cobalt, ni ckel , 
le ad , iron, and manganese . It i s in this region that the 
Andes mountains reach their loftiest e levation. There is 
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slightly more rainfall than in the First Zone, and some 
crops are cultivated~ especially grap es. 
The Third of Central Zone is a gricultural, and 
extends from latitude 32 to 42 • The Andean rang e gr adu-
ally diminishes in bight until it become s only about on e-
third the altitude of the mountains i n the Se cond Zone. 
There are v olcano.es, but most of them are extinct. Be-
t ween the Andes and t he co a stal ran g e there is an exceed-
ingl y fert:lle plain known a s the Central Valley; this ar ea 
is watered by numerous streams flowin g from east to we st . 
By reason of their ra9 id c ourses, mos t of them can be u-
t ilized for the development of water p owe r . The climate 
in this zone is temperate , rainfall is ample, and the soil 
is sufficiently fe r til e to p erp etuate the valley's f ame as 
the rich g arden area of Chi le. 'r o .the south of the Cen-
tral Valley there ar e extensive for e st areas, val uabl e 
coal mines, and other mineral deposits . 
The Fourth Zone ( Sou th) consists ch iefly o f emall 
islands , an d extends f r om 42 to 56 south latitude, wher e 
the Central Valley falls away and the coast ran g e i s t rans-
formed into a v as t archipe l ago, extending a long the coa st 
as far south as Cape Horn. In t h is r e g ion there are abun-
dan t rains, vir gin forests, and good pasture lands , f or 
cattle and sh eep . In addition , the coast waters provide 
profitable fishin g . 
At di stances from the mainland r a ngin g from a-
150. 
b out 400 to 2 , 000 miles a r e located a numb er· of island s 
b elon gin g to Ghil e . ~he larg er ones a re the Jua n F er nan -
d ez gr ou o , of Robinson Crus o e f ame, Sa lay Gomez, and Easter 
Island in PolyDesia . 
l'he climate of t he country varies acc ord i ng to 
latitude and natur al condition as de s cribed under the p r e -
cedin g zon e s . It is hot and dry i n t h e north , temper a te 
at the center , cold and at tim3s temp e stuous in t h e south. 
The averag e temper a tur e a t ~ anti ago is 5'7 F .; t h e highest 
i n the n orth is 91 , and t he lowest in the south is 1'7 • 
Along the co a st the climate is mild, sudden 'transitions 
from h e a t to cold b eing ver y r are . I n the moun tain s there 
is a noticeable difference between day an d nif:-·.ht t empera-
tures a n d snowstorms a re frequent, espe cia lly in win ter , 
when at time s t h ey reach the Centr a l Valley. 
Economy of Ch ile 
Agriculture. Of the tota l a rea of t =e country 
only 26% ( 48 , 240 , 000 a cres) is cla ss ed as a gricu ltur a l 
l a nd , 2 2% as forest r y area an d 52% as unsuited for either 
agricultu r a l or forestry purp o ses; of t he tota l cultivat -
ed ar e a only 3 , 212,300 acre s a re under irri gation . Pro-
duct i on of crops is limit ed a l most entirely to the area 
e x tendin 2' b et ,re en the provinces of vo quimbo on the north 
and Chi loe on t he south . .C:. l th0ugh Chi le is primariiy a 
mineral-producin g coun try, a griculture is of great impor-
ta.nce in its national l i fe, ei.ther as quanti ties p roduced 
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or as numb er of people emp loyed in this activity: infact 
mor e p eople ar e en g a g e d in agriculture than in any other 
occup t ion. The principa l crops i nc lude cereals ( parti e -
ularly barley, rice, oats and wheat), potatoes, pulses, 
an d fruits (apples, melons and grapes), although sizeable 
qu antities of h emp , su nflower and tobacco also are produc-
ed . The production of cereals has a normal surplus in 
b arley, rice and oats which, is exported, while wheat , al-
though cultivated in about 2,000 , 000 acres, is normally 
insufficient for t h e d omestic needs and a consid erab le 
quantity must b e i mported (96,000 metric tons in 1 947). 
Cereal Eroduction s 
(in metric tons) 
1945-46 1946 - 47 Ex;e or t Export Import 
1946 1947 1 947 
Barley 75, 031 98 , 8 78 23,049 20 ,020 
Rice 117,941 87,235 35, 606 (not avai. l able ) 
Oats 84 ,002 67 ,365 17,441 (not available) 
VJheat 930,139 902, 562 96 , ooo 
F i gure No. 1 3 
F'rom the Boletin de Informaciones Agropecuarias 
Potato crop in 1946 reached 708 , 673 metric tons, 
of whi ch 8 ,58 5 have been exported; pr oduc t ion ?f pulses in 
1 947 amounted to 79 , 568 m.t. of beans (export 32 , 8 20 m. t.); 
20 , 359 m. t . of lenti l s (export 1 3 , 443 ); 1 3 ,472 m.t. of peas 
( export 4061) and 4528 m.t. of chick peas ( export 2 , 524) . 
Statistical data on production of fruits , fresh 
and dried , are not available , nevertheless more than 1 2 , 000 
metric t ons have been exported, together with about 
1 52. 
9 , 0 0 0 , 000 o f li t ers of vi ne . 'l'h e ~:r e v·' Yor lc marke t h andl e s 
Chil e an fruits shipp e d from Va l p ar a iso , ,,,b i l e wi ne :i.s e x -
Darted especiallv in the oth er J outh American c ountries 
.. ~ 
a n d in Europe . 
The a gricu ltu r a l situa tion is still an import an t 
p roblem f or the Ch i le an Government because of t h e follovi-
ing r eason s: a) t h e ne ed of in cr easin g the ~fficiency and 
l owe r in g the co s ts of a gricultural producti on by me chani-
zati on b ) t he d esir e of incr easin g the produ ctj_ on of the 
i mported a gr icultural products, :i.n order t o r each self -
suffic iency c) t he willingness of h old ing down the c os t of 
living and of combatin g inflation t hrough the con tr ol of 
retail food price s. According to the ~b ove p oints, a 1 8 -
ye ar a gricultur a l p lan b a s been pass ed ~'Y t he g ov ernment 
since 1945 wi th annual appropriation s of about ~ji20 , 000, 000 
to be invested p r imarily in irrig ation works, roads etc . 
To f a cili t a te credit for farmers, t he financial structure 
of the Government ' s Agricu ltural Cr edi t Age n c y ( Caja de 
Credi to Agrar io ) was r ev is ed and t he cap ital of the ag ency 
has b een increased from 20 mi ll i on p e sos to 520 ,000 , 000 
p esos. J.. h e f a rm mechanizat i on p r ogram is administered b y 
t h e }'omento Corp oration, which , n ot only i mp orts but a l so 
h as built in 1 948 t wo factory for the production of f a r m 
machin ery . Certain basi c a gricultural commoditi e s have 
t h eir prices fixed b y t he gove r nmen t with the pur p ose o f 
protecting conS1.lmers b y main t a i nin g low food prices but 
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when a shortage of some nroduct became acute o r t he pri ce 
or oth er conditions of i mports were intolerable, "remun er-
ative prices" h ave been offered to producers in order to 
stimulate that production. '.Lhi s policy since now has been 
very successful, in 1 9 4 8 i t transformed a persistent d e-
fici t in wh eat (figure ff 13) in to e. comfortable surplus 
and reduced annual i mp ort requirements for edible ve p; e -
table oils a nd oil seeds (in 19L.I:6 their i mport amounted to 
25 , 833 metric t ons) to half or l ess of their former amount . 
I t is h owever to be p ointed ou t that in fixin g artificial 
prices for the producers, troub les a re created: one crop 
is increased a t the expense of another, and unbalanced 
prices and black market are the normal results. 
Livesto<?k Pastoral Industry and F'ishing 
Livestock and p astoral industry h ave made notab le 
progress s i nce the development of the immens e grazing areas 
around the Strait of Ma gel lan, but their productions are 
far below the national requirements. '11he latest official 
estimates of t h e number of animal are as follow: 
Cattle 
Horses 
.Asses 
Mules 
2,305,713 
527,927 
52,343 
41,18 2 
She e p 
Goats 
Swine 
.._, i gure No. 14 
5,749 , 0 69 
810,206 
571,495 
Ex c ept for frozen lambs and mutton of which a 
con siderab le quantity is exp orted each year (in 1946-
11,878 metric tons have b een s h i pped a broad, the main p art 
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to the Un ited Kingdom) ther~ i s a strong shortage of meat 
and cattle for s laught er. 
For years larg e imports from Ar gentina balanced 
the situation, without any a ppreciable burden on the e-
conomy of Chil e . Ar g entina could produce more efficiently 
an d at a lower cost, so the Chilean Government d i d not en -
courage the d ome stic l ivestock industry. As a cons e quence 
the dependence on import beef and cattle gr ew year by year , 
and proportionally the domes tic production lanquished. 
When Ar gentina raised the meat prices and the '"'hilean peso 
was inflated more and more, the ~overnment of v • h1le under-
took, although a little l a te, a large p ro gram of rehabili-
tation of the nation's livestock industry . 
A 30% in crease in beef prices became effective 
on January 10,1949 with the purpose of covering the in-
creased import-price and of stimulating 0 hilean produc-
tion . ~he 0 overnment also passed provisions for better 
credit, improved veterinary and animal health . service, 
breed improvement and for the extension of grazin g areas. 
The frozen Magallanes lamb and mut ton have been directed 
to d omes tic market instead of exportin g them and a l a r ge 
campaign for more consumption of fish has been initiated. 
Ghile has very rich sea resources and with its 
long coastal line provides the fishin g industry with a 
favorable natural setting. Producti on of f ish in 1947 a-
mounted to 46,000 metric tons and of shellfish, 14,300 
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metric tons, an d it was probably much larger :Ln 1 948 and 
1949, as a consequence of t h e Government "remunera cive 
-price"; but inadequate cold storage and transp ort a tion f a -
c i l i ties limit the distribution of fish, so that, the annu -
a l p er capita consumption i s about 8 p ounds, whi ch is only 
one-ha l f t h at of the u.s. In the North there are cann er ie s 
and freeze~ s, with an estimated maximum output capacity of 
19 , 3 33,000 cans of all size , and the more important speci e s 
canned are mussel, tuna, salmon, smelt, anchovy and sword-
fish . lhe main part of canned fish and shellfish is ex-
ported: in 1946 this export amounted to 1, 666 metric tons. 
The Government has now d ir ected its a t tention to fish a s a 
log ica l and readily available substitute for meat, so that 
the fish industry :Ls likely to increase substantially in 
the i mmediate future. 
Manufacturing 
~he industrial d evelopment of Chile has a v ery 
recent history: only from .1-l.pril 1939, aft er the es t ablish -
ment of the Chilean Development Corporation (Corporat ion 
d e F'omento de la Produccion) manufacturing started to be an 
i mportant factor in the life of the country. 
'
1
'he production is mainly of light consumer g ood s, 
most of which are u sed in the domestic marke t, and its 
fairly steady upward trend has made it possible recently to 
supply practically all the country's essential need s for 
some articles, amon g wh i ch may be mentioned woolen textil-
156., 
es, pharmaceuticals , b iologicals an d toilet artiGles, :foot-
wear and leat her manufactures , paper, cement, exp losives, 
glassware, tobacco, and wood manufactures, and t o provide 
an increasin g par t of the d omes tic d emand for many other 
items, including cotton textiles, clothing , paints and 
varnishes , san i tary equipment, and some building mater·ials. 
From 1939 the Government had the objective of reaching in-
dustrial self -sufficiency and continued to favor new in-
dustries and the gr owth of existin g enterprises. I mports 
of machinery and equi pment are duty-free, and large credit 
facilities are adequate for the manufacturin g r equirements 
of all but luxury items. 
Under the stimulus of the g overnmental pol icy, 
Chile has be come the l eading industrial nation on the West 
Coast of South America. The u pwar d trend has been contin-
uous: in 1938 there were 3 ,541 industrial estab lishments 
employ ing a total of 97, 743 workers and with an out -out 
valued at a b out 4 b illion p esos (128 million dollars); in 
1 940 (table 32) manufactur i n g e stabl i shments totaled 4,169 
employing 110,493 worker s and with an output of o·ver 5 
bi llion p esos; in 1943 there were 4,538 establishments, 
employing 123,538 workers with an output of about 1 0 .5 
billion p esos . Census data are not available for the fol-
lowing years, but it is conservatively estimated, that t he 
industrial growth increased 10% yearly . Using the index 
number of t he Statistical Office of the Un ited Nations, 
157. 
1 938 = 100 the Chi l e an i ndu s trial product i on fol lO'INS t hi s 
diagr am : 
1 938 1 00 
1939 102 
1940 115 
1 941 1 27 
1942 1 26 
1 943 127 
1 944 122 
1945 134 
1 94 6 145 
1 947 148 
1948 155 
1 949 176 
F i gure No. 15 
Industrial Pr oduction Index . 
The most i mportan t gr oup of manufacturing i ndus-
tr ie s are: foo dstuffs and bevera~ (flour mill s , sugar 
r efin erie s, rice mi lls, v e getable oil refineri e s, dairy 
products e s t ablishments, meat-proc e ssin g p lants and winer-
i e s, br ewer ies and liquor distille ries); t ext i l e s ( cotton, 
woolen, ray on and silk mill s ); chemicals an d fertili z ers; 
leather an d l eath er products. Th e three b iggest industria l 
centers a r e the Prov in c e of Santiago, with about 47% of t he 
to t a l i n du s tri a l e s t abli shments, Valp arai so with n early 10% 
a;' and Con ception with 4. 6~ . 
Mi n ing 
Chile has r i ch and v aried min eral r es ourc e s, 
which , b e c ause of the n arrow bread t h of the country , are 
c los e to s e abo ard. Transportation of the ;:Jin eral output 
is therefor e che ap a nd e asy . The most important min erals 
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are copper sodium nitrate, but a lso manganese, iron ores, 
c oal , and molyb enum , s ilver, g o l d and non-metallic miner-
a l s are pr oduced in considerable quantities. Export s of 
min er a ls (table 35) hav e always constituted t he main sour ce 
of f oreign e x chan g e income, of whi ch about 55~b wa s der i ved 
in 1 9 49 from copper and n i trate exports. 
Copper. In the world only the U.s. h as a lar r~er 
production of copp er than Chile, which is by f a r the l e ad-
in g copper-producin g country of Latin America . T'b_e t ot a l 
output of copper from 2 67,08 3 n1etric tons in 1 935 has been 
steadil y incr e as ed (table 36 ) and, after a p eak in 1944 of 
498,500 tons , in 1946 it totaled 361,038 s h ort tons, in 
1 9 47 it was 42 6 , 670 s.t. and in 1 948 reached 4G7 ,858 s . t. 
Al mo s t 95?& of t he production is from the :mining 
p ropert ies of three compani 3 s own ed by u. s . interests = the 
Chile Explorat ion Co ., the Br aden Copper Co. an d the Andes 
Copper Co; the rest is from sn1aller producers, of whi ch the 
most important are the French owned Comp ani.a Menere du 
r.: 1Zaita , t he St e . JiEines Cuiv r e Natal gna and the Campania 
r':eneres "Las Conde s 11 • 
The Chi le Explorat ion Co. (owned by the Anaconda 
Copper J\' ining Co.) has its property at Chuquicamata ( Pro-
v in c e of Antofagasta) where is situ a ted the world 's l a.r ges t 
d e p osit of copper; t he Braden Copper Co. (own ed by t he 
Yennecott Copper Cor p .) exp lo i ts the ~"1 Ten ien t e min e s, 
located at Sewell (Provin ce of O ' Hi ggins); and finally the 
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.Andes Copper Co. ( ovmed by the Anaconda Copper Mining Co .) 
possesse s the mines at Potrerillos (Province of Atacarma). 
Copper is exported in the form of electrolytic 
(r efined) or b lister (s emi - refined) b ars and t he pr inc i-
pal market are the u.s . 
Nitrat e . Lihile has t he only known c ommercial 
deposits of sodium nitra te. From 1 881 to the first World 
War Chile has been the only supplier of this nlineral with 
an outpu t of more than 3 million tons in 1913, of which a-
bout 2% was consumed wi t h in the country. 
After 1 914 the synthetic nitrog en pL,nts erected 
in ~ur ope and in the u.s . put on such a stron g compet ition 
that the Chilean nitrate output declined impr e ssive l y as 
far as less than h alf a mi l l ion tons in 1933. Improv e -
ments in mining and proces sing methods (sub stitution of 
the Sha n k s with the Gu ggenheim process) to ge ther with 
Gove r nment assistance enabled Chile to regain the world 's 
markets: in 1 9 48 the output reached 1, 800 ,000 metric tons 
and in 1 949 it totaled 2,000,000 ton s with world demand 
for nitrate exc eeding t h e product ion c apacity. 
The official Exchang e Budg e t for 1 949 pr epared 
by Chile ' s Se cretar y of the Treasury, reported 42,3 mi l-
lions of doll ars as income from exports of nitrate, se-
cond on ly t o exports of copper with $11 6 ,7 million . 
Th e u.s . is the main market for nitrate, followed 
by Egy p t, France, Spain an d Scandinavia. 
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Iodine, is recov er ed as a by- product of the nit-
I'ate industr y , and nin e -tenths of the total world output 
is produced b y Chi l e . 
Coal, Detroleum, and Power . Coal - The domestic 
coal industry, based on e stimated reserves of 2 ,500 ,')00 ,000 
to 3,000 , 000,000 tons is generally suff icient for t h e coun-
try's need s. Alt~ough t h is output i s re latively s mall, 
Chi le is the l a r gest coal produc er of Latin i~erica. Th e 
deposits are concentrated lar gely in the Con c epcion dis-
trict around the Gulf of Aranco and whi le the mining of 
s emibitUiTiinous coa l is confined t o two l arge conw ani e s, 
C om~.J an i a Carbonifera e Industrial de Lota and Campania 
Car bon if era de Schwa.ger , the li gnite mi n ir1 g is c arr ied on 
almost entirely by t he Camp ania Carbonif era de Lirquen and 
by the Campania Carbonifera de Cosmi to. Coal and l i gnite 
production in 1 948 amoun t ed to a l most 1,900,000 t ons , 
s h owin g a 10~~ i ncrease on t hat in 1947, and was entirely 
consumed b y the domestic market . Some co a l has been ex-
ported in the p a st, princ ipally to Ar gentina, but from 
1939 to 1948 coal 3xports have been p rohib ited except un-
der special license. 
P dtroleum - Un til 1 945 it was believed t hat 
Chi l e had n o petroleum at a ll, when on Decemb er 29, 1 945, 
oilfield s of commercial i mportan ce have been discovered a t 
Springfield, Tierra d e l l"ue go. I n April 1948 the J.<'omento 
Corporation created the Chilea n Petroleum Service , whi ch 
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immediate l y assumed c omp l e te charge of t he petrol eum d e-
ve lopment pro gram. It is not y et k nown how successful 
Chi l e will b e in the p etrol eum production , bu t it mi ght be 
significant the re cent d iscovery of other oil field s in 
Ha gallanes, Tierra del F'ue g o , and t h e establishment in t h at 
locality of a refinery. The development of these discover-
i e s vv ill be extremely interesting for t he grea t possible 
effects on the econ omi c life of ~hile. 
Power - Although t he electric-power industr·y i n -
creas ed sensib ly from 1938 on (from 42 million of k wh in 
1 938 to 97 millions in 1948) , power s h ortage especially in 
the Santia,n;o area hampered indu s t rial output and incon-
v ienced the pu b lic in gener a l . The Chilean Developmen t 
Corp oration has established in 1 939 the r ational El ectric 
En terprise wi th t he followin g o~ jectives: l) t he separ-
ate dev e l opment of t he primar y generating p os sibilities of 
each region of t he country 2) the connection of the various 
r eg i onal systems an d 3) t he coordination and op er ation of 
t he entire system under a s in gle control a gency . So far, 
t h e government direct action through its hydroelectric 
power system has n o t met the i ncreasing requirements of 
the domestic i ndus tri e s, and although f orei gn o¥med com-
p anies are operatin g v.ri t hout any practical disturbances , 
a lar ge increase in power plants is necessary for t he Chi -
l e an industries . 
Transp ortation - In spit e of t be g eo graphi c form 
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of Chile, hi ghway s and railway s ar e numerous a n d satis-
factor y for the trade's needs . 
A ver y good air t ran sportati on serv ice connects 
the main industr ial centers. 
Although vhi le is deficient in s e ap orts, only 
Valparaiso, Valdivia and Antofagasta bein g in~portant, it 
has a merchant marine ( Campania Sudarnericana de Vapores) 
whi ch totaled in 1 948 , 104 vessels with a gross tonnag e of 
1 94,295 a l most completely operat i ng '"' etween Chilean and 
u.s . p orts. 
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Chapter 22. 
Legisle.tion and General Policy towards Direct 
Inves tments ~ade by Foreigner s. 
Government's Form 
Under the p rovision s of the Constitution promul -
gated S e p tember 18 , 1 925, whi ch is modeled along the lines 
of a nd has ret ained many of the i mp ortant features of that 
adop ted in 1833 , Chi l e ha s a republican form of government 
wi th leg i s lative , executive and judicial branches. 'I1he 
legi slative power is vested in t h e Nati onal Con gress, con-
sistin g of a Senate 8.nd a Chamber of De puties. Senators 
are elected for a term of eight years in the p roport:i.on of 
fi v e for every one of the provincial groups into which the 
countr y is d ivided. Deputies are elected for four years 
b y direct v ot e, one for every 30,000 inhabitants or f r ac -
ti on thereof not less than 15, 000. All male Chileans of 
21 years of a g e , who can read and write and are re gistered, 
a re entitled to v ote. The exe cutive power is concentrated 
in a President elect ed for six years by d irect vote. He 
may not serve for t wo con secutive terms and is not p ermit-
te d to leave the country durin g his term of off i ce or for 
one y ear after its expiration, except with the cons en t of 
Congress. There is n o v ice-president. The judicial p ower 
is exer cised b y a Supr eme Court, appeals Courts and lower 
courts. 
During 1948, an attempt to over t hrow the govern-
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men t by a milit ary coup d 1 :':::tat failed mainly because t he 
Iviilitary is rather unpopular with the masses in Chile. 
The s even years dictatorship of General Yb an e z during t he 
late t wen ties wa s so disas trous to the economy t hat the 
people have not yet forgott en t h at unfortunate experience. 
Right to Do Business 
There are no l aws t hat restrict in any way the 
nationality of owners of shares , or of partn ers or other 
interest holders in business fi r ms . However firms domi-
ciled outside the country cannot en gage in these business 
a ctivities: insuranc e , electric power production and dis -
tribution, t e le graphic, cable and radio communic ation, and 
r a ilways con struction and operat ion . Nevertheless, for-
eign owned compani e s may org anize under Chi l e an law to do 
business in the above activities . 
General Policy tovvards For e i gn Investments 
The p olicy of the Chilean government, has always 
been g enerally favorab le towards forei gn investments . 
Being primarily a country e conomically dependent 
on its exports to world ' s market s , Chile had always favor-
ed foreign capital for the exploitation a nd improvements 
of its r aw materials production . 
Aft er the first World War a socialistic tendency 
appeared in tbe g ov ernment p olicy and numerous con trols 
were maintained over both the internal economy and the 
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forei gn trade. These controls a lthou gh enacted by social-
ist administrations hav e been kep t a lso by conservative 
g overnment s under t he justification that governmental mea-
sure s affectin g Chilean foreign tr ade are directed to the 
rai sing of i mportant part of national rev enues, t he pro-
tection of domestic industries, the promotion of industri-
alization , the mitigation of d ifficulties a s s ociated with 
exchan g e shortag es , the a llocation of avaj labl e f or e i gn 
exchange ; and t hat the internal controls are directed to 
t b e achi evement of soc i al and econ omic objectives, which 
embrac e the stabiliz ation of the i mportant nitr a.t e indus-
try, the rai s ing of public revenu e , t he promot ion of manu-
fac turing and industrialization , t he st a b ilization and r a-
tionaliz a t i on of indus t rial production, the stimulation of 
a gricultural production and exports, the conservation of 
mat er ials essential to the domestic e conomy and t h e con -
trol of prices a nd i nflation . 
According to this policv the l aw of overproduc-
t ion was pass ed (l e y de normas r e l ativas a l a sobre-pro-
duccion ), for which new factories for making articles of-
fic i ally dec l ared t o b e i n a st a te of overproduction may 
no t be established wi thou t a special authorization direc t -
l y fr om the executive power; and the g ov ernment estab lished 
many a g encies, which assumed an influen tial lJOsi tion in the 
economi c life of the nation. 
Amon g thes e a gencies are , the followin g : the 
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Corporacion de Foment o de la Produccion, the Cor poacion de 
Ven tas de Salitre y de Yodo de Chile, t he Campania de 
F etroleos d e Chi l e, the Corporacion de Auxilio y Re con-
struccion, the Ru bb er Suppl y and Control Commis sion, and 
the National Supply Board. The direct s.c tion of the gov-
ernment fav ore d suos tantiall :r t he industrialization and 
the development of the country and , althous h normall y was 
not conducted against forei s n investments (President Rios 
in ~t: a:r 1 944 declared that the a g encies shou.ld not compete 
wi th pr ivate initiative but should undertake ventures that 
do not a ttr act do not attract private investment or are 
beyond t h e capacity of private firms) it has had the ef-
fect of reducing their importance in the economic life of 
Chile . 
Remittan c es of Profits and l<'oreign Exchan p;e L..ontrols 
The remi ttance of profits a broad does not con-
stitute a very serious prob l em in Chile, in spite of the 
shortag e of dollars. ~he larg e copper, nitrate and iron 
compan j_ es have b een compelled, since Septembe r 1932, to 
sel l a percentage varying from 1 % to 20% of their exports 
dollars at the s pecial rat e of 19 . 37 pe sos per dollar, but 
their percen t a~ e is normal l y in relation to the n e e d s that 
these companies r.:.ave for meetin g in pesos their neces s ary 
expenditures in Ghile. 
The other fore i gn owned companies are not for-
lEW. 
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b idden to buy exchange, for remittance purposes , i n the 
f ree marke t, where t h e rate ls substantially hi gher than 
in the official market . 
The various rates of exchan g e of the Ghil ean 
pesos , durin g 1949, were a s follows: 
Pesos per dollar 
Dollar buying Do llar se llirg 
rate rate 
Government rate for exports of 
large mining , iron and nitrate 
companies 
Official rate for general exports 
( ;~ basis) 
Preferential I mports (sugar, 
cellulose, n ewsprin t) 
Group I I mp orts (raw materials, 
medicines and basic foodstuffs) 
Eanking rate for exports ( J~ basis) 
Bankinp: rate for Group II I mports 
(machinery and e quipments) 
F~ee ~arket (fluctuating ) 
F'igure 1\: o. 16 
19.37 
31.00 
25.00 
31 .00 
43.00 
43 10 
67.00 
Chapter 23. 
American ~ireht Investments : t hei r Deve l opment . 
Hi story and Present Si t u ation 
Sin ce 1.9 00 U.s. inv estors have been j n teres ted 
in Chi le for its raw materials d ep osits and investments 
have been concentrated in copper and nitrates~ As a 
consequence of the policy of the Chilean g overnment to-
wards n itrate s, nitrate i nvestments have been s nbstan-
tially reduced , espec1.ally after the establis:b..ment of 
the g overnmenta l a g ency Cor p oracion de Pentas des Salitie 
y de Yodo. Inv estments in copper have ':J een a l ways not 
only maintained but increased and the 95tb of the tot a l 
copper product ion is from the mines of three U. S. owned 
c ompan:i.es: the (;hi l 8 Bxp loration Co. and the Andes Cop-
per Co.. (own ed by the Anaconda Copper Mining) an d the 
Braden Copp er Co . (owned by the Kennecott Copper l.iorpor-
ation) . 
The chief motive for investing in copper pro-
ducing properties has been for the U.S. Comp ani e s t hat of 
protecting themselves a gainst t h e future depletion of 
their reserves and a gainst the enforced ab andonment of 
any or all of their d omestic and forei gn trade. Infact 
the production of copper in the u.s . is no t sufficient 
to me et e ntire ly t he needs of the manufacturing indus-
169. 
trie s v.ri th their ext ensive emp loyment of copper and c op -
p er-produc ts in domestic and forei gn trad e. Investments 
in f i elds other t han cop per and nitrates are unimport s.nt 
in relati on to those made i n i'.r gentina and Brazil, and 
t hey amoun t only to on e -th i r d o f the total direct invest-
men ts in vhile. In 1 929 U . S. direct inve s tment s in Chile 
amounted to ~; ;34 2 2 ,593 , 000 , makin g this country the lead-
in g one of all South America for U . S . investors. 
Mining and smelting s h ared $ 331 , 472, 000; pub -
lic utilities i6 6 , 7 3 3 ,000 ; sellin g ~12,956 ,000 ; manu-
facturin g $ 6 , 863,000 and miscellaneous activities, in-
cluding p etroleum distribution ~i;4 ,5 69,000 (Trade Infor -
mation .uulletin No. 739 of the u.s . Bureau of F'orei gn and 
Domes tic Commer c e ). In 1 933 total inv estments were of 
0 411 million; in 1936 t hey tot a l ed $ 484 mil lion. From 
1 936-1940 a tten tion was ~ iv en by the U . S . i n vestors to 
the pub lic utilities so that investments in public util-
iti e s incr eased about 50%. 
In f a ct in 1 940 inv estments amount ed to 
,:A l3, 9 H3 , 000 di stributed a s follows: mining and smelting 
~~)276 ,777 , 000 ; pu b lic utilities ~~121,371,000; manufactur-
ing $ 6 ,544,000; s elling $4,579, 000 and miscellaneous 
~1;4 , 7 12, 000. 
In 1 943, b ecause of t he war s ituat ion U. b . 
total investments in Chile d ecreased to $388 million, of 
which $329,300,000 were i n d ir e ctly con t rolled enter-
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prises; : ;~39,100,000 in sec urities; ~;p 2 , 700,000 in real 
property ; t 300,000 in currency and deposits; $ 1 00, 000 in 
estates and ~~1 6 , 600,000 in miscellaneous activiti e s. 
Because of the v e ry i mp or t ant role that copper 
has in the u.s . manufacturin g indu stry , inve stments in 
Chile have always been lar 7,er than in any other S outh 
American country . liompared vdth Brazi l and Ar gentina , 
Chi le i n 1 9 29 absorbed 5. 62 of tbe total U •0 • direct in -
vestmen t s in t he wor l d , again st 2 .5 6 Brazi l and 4 . 41 
Arg entina, in 1936 t h e percentages we r e respectively 
7 . 23-2 . 90-5.20; in 1940 t h ey were 5.91 - 3 . 43 - 5.54 . 
I n t h e years af t er the World War II , Venezuela 
and Brazil seem to attract t h e largest p art of u.s . cap -
ital, but if t h e discovery of petroleum i n Chile will b e 
of t h e exp ected j_ m.p ortance , t h is country will a ';!; ain b e a 
very g ood investment center . T ~e a mount of dollar income 
and the rate of return have been hi gh , r efl e c ting tbe 
e arning power of the mining c ompanies whos e p rop erties 
h ave b e en g enerally vvri tten down con siderab ly through 
larg e depletion char g e s and subsequ ent distri butions 
therefrom. 
Years Income Rate 
1938 ~~31 '00 0 ' 000 7.5% 
1939 27,00 0 , 000 6 . 5%' 
1940 34 , 000,000 8 . 2% 
Figure No . 17 
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Nationalization and Government~Owned Companies 
Although conservativ e governments have been 
sub stituted by socialistic afuGin i strations, a national -
ization p rogr am was never inaugurated and did not c on -
stitute in any time a governmental policy. Nevertheless 
there are several instances of nationalization in Chile, 
t he outstanding of which are the Government 1 s acquis i tion 
of certain stre et railwa y s and e lectric power interests . 
At the present t ime n o nationalization trend appears, 
although it · is not :i..F p r obable t hat most, if n ot . all of 
the public utilities will eventually be publicly owned. 
Generally speaking, t h e Chi lean Government does not 
want to g o sn y furt h er in nationalization an d it wish es 
t o leave t he largest f reedom to i n dividual initiative , 
as is compatible with t h e interests of the country. 
I:ven the governmental a gencies, which are v ery 
active in t h e development of industries, are en ga ged 
primari ly in enterprises which n ormally woul d remain 
dor mant fo r lack of priva te investment cap i t a l . Of 
these a g encies the Corporac i on de Ventas de Salitre y 
Yodo de Ch ile and the Corporaci on d e P omento de la Pro-
duccion are by far the mo st import ant in relation to 
direct investments made b y f or e i gners . 
The first one wa s organized on January 8 , 1 934 , 
to replace t h e d issolved tlorrp anl a de Sa litre de Chi le, 
and the Government excercise s control, through t rd s c om-
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pany, on the nttrates indu s try, the corpor a tion is n o t 
c :mcerned d irectly with the production of nitrates, but 
it has a monopoly over all sal e and exports: it was 
g iven the exc l usive right for 35 y ears to 9urcha se nit-
rate and iodin e from all producers at c os t and to dis-
tributed to t h e participatin g compani es on the basis of 
t h e established quot a s , re gardless of which company's 
p roduct is actually sold. 'i'he Corporacion de Fomento d e 
la Produccion was created in April 1 939 wi t l:. the sta t ed 
ob jectiv es of providing a p lanned industrial developm ent 
of Chile, raising t h e standard of liv in g and impro vin g 
t h e b a l ance of int ernat i onal payments (Decree Law No 6 334, 
Ap r i l 29 , 1 939). An extensive p rogram was drawn u p to 
as s ist a gricitl ture, industry an d mining . 'l'he _projects 
for agriculture j_ ncluded financin g tl1 e importation and 
purchase of improved a gricultural machinery; cred its for 
t h e purcha se of ferti l izer and breeding stock ; and ir-
r i gat i on works. 
'l'o aid industry and minj_ng , a project provided 
for th e d eve l opment of h ydro-e l ectr ic powe r throughout 
t h e country, to geth er wi th a pro gr am of i mproved tran s-
p ortat ion fa c ilities and r efrig eration p l ants . 
Th e development of the fishing i ndus t r y and t h e 
~CO>ml$"trmte~tion of a merchant marine were als o assigned to 
thi s corporat ion . These t wo government a g encies in -
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fluenced d ecisively the economic life of Chile, withou t 
i n terfering in an i mportant manner on private ent er-
pr is e s. 
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Chapter 24. 
? ersonnel, Salaries, Vases and Labor Le gislation 
Under normal conditions th ere is no unemploy-
ment prob l em in Ch ile, and skilled workers are rel a tive-
l y numerous, but technical or m9.nae;erial works are in 
g eneral done by special j zed forei gners directl;y eng a ged 
by the compan :.i es. The Chilean Labor Code p rovid es trat 
a t least 85% o f t h e emp loyees of a private en terprise 
emp loying more than 5 persons mus t b e citizens of Chile, 
and that at least 8 5% of the payroll tnust b e :paid to 
nation a ls: b ut the re s triction does not apply to techni-
cal exp erts who cannot be r eplaced b y Chile8.ns . Labor 
disputes are settl ed by collective ~ar gain ing and t he 
Ministry of Labor supervises t h e workings of the labor 
tribunals . Before World War II wa ,.:: es and working condi -
t i ons have been determined through collective bar gain-
ing and only in few cases strikes or work-stoppa ges arose , 
but after the war with the Conmmnists leading the most 
imp ortant unions , inter ruptions bec ame so frequent t hat 
t he whole economic life of the country was up set. This 
situation went on until the general s t rike of coalmjners 
in October 1947. 'J_;his strike was broken in abou t t h ree 
weeks , but it r esulted in a sharp chan s e in Government 
policy t oward l abor organizations d omin ated by Commun-
ists leaders. Represen tatives of management wJ:•o previOili·s-:-
ly had found that union demands were supported g enerally 
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by t b e administration have, since the coal strike, re-
ceived backing from the government in their disputes 
with Communist-dom:lnated unions. Several hundl..,ed Com-
munist lalJor leaders have been remov ed from their posi-
tions and sent to remote part s of the coun try and the 
President's Speci a l Powers and the Defense of Democracy 
Law, which outlawed communist l s.b or leadersb ip, en ab le 
the 0 0ver nment to mai ntain its p olicy of settling l abor 
d isputes before they coul d reach the strike sta~e . Tbe 
econ omy of Chile i mpr oved substantially a ft er communist 
l abor leadership has been dissolved and i n 1 948 out of 865 
labor d isputes affectin g 148 ,000 workers, only 26 were fol-
lowed by short strikes involvin g 8345 workers. 
'!a g es followed a st eady increase either in t he minimum 
fixed by th e Government at the b e ginning of each year or in 
t he avera,:e amount r:eached through collective barg aining 
with t he compani e s. 'l'he International Labor Office o f t he 
United Nat i on shows t he fo llowing stati stical fi gures for 
daily wages: 
1937 12. 60 (pesos) 
1 938 14. 35 
1 939 1 6 . 61 
1940 20.20 
1941 24.97 
1 942 32. 67 
19 43 36 .35 
1 944 L13 o 30 
1945 48 . 98 
1946 56 . 42 
1947 7 6 .45 
1948 98 . 6 2 
Figure No. 18 
November and December 1948 reached respectively 
1 00 . ? 1 and 106.14, fi gures that did not chan g ed substantial-
ly during 1949, as a cons equence of the Government's efforts 
to maintain a b alance between wages and salaries and t he 
price level. 
0ocial Legislation 
Chile is proud that as early as 1925 its Govern-
ment beg an pioneering in the field of social le gisla t ion, 
setting up the first social security system in t he Western 
Hemisphere; and many g overnment agencies are now active in 
social sec·urity works. 
The Caja de Se gura Obli gatorio de .c;nfermedad, In-
valides y Velez, established in 1925 , and increased in scope 
i n 1 933 , is primarily a health service to workers. Th eir ,_ 
c ontributions to the fund are supp lemented by payments by 
their employe es and by the government. UnemployJ.nent is 
taken car e of b y laws which require an employer to pay a 
month 1 s severance pay for each year of employment . 
The Se gura Obligatorio, through compulsory in-
surance , has always provided protection a gainst s icknes s, 
d isability, and old a g e. 0 ince 1933 it has a dded to this an 
enlightened program of preventive, as we ll a s curative , 
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mrfivsl p toyrvyion. 'iLorkers a re r e8ula rly examined in widely 
scattered local d ispensaries, with particular attention paid 
to tuberculosis, s~~hi lis, and c ardio- vascular d i seases , as 
~----------
well a s infectious d iseases . Re st is oft en prescribed and 
enforced. 
Employed moth .::rs receive p ay for 2 weeks b efor e 
and af t er t he b irth of a ch ild; they are given modern pre-
natal and after c a re, and their chi l dren are watche d b y t he 
clinics un til 2 y ear s of a g e an d often receive sup p lementary 
milk and other j_nfan t foods. VJi v e s of VI orkers a lso r e ceiv e 
t hi s care, a n d i moressive de creas es h ave been ma d e i n ~.nf ant 
mortality rates . 
A low-cost wor k ers 1 h ou ses, a ~overnment-ovvn ed 
pasteurizing p l an t i n Santia~. o , a nd free milk an d l unches 
for schoo l chi l dren are financed by the funds, of this 5n -
st itute . 
The total contribution for salaried emp loyee s 
social security is a s high a s 31 . 1;-' of the total p ayroll; 
and of t his total the e mp l oyee c ontributes 8% and e mp loy ed 
23 .l j~ . 
Contributions (perc ent) 
1 '78. 
Emoloyer Employee Total Benef i ts to s alari ed Emp loyees 
5.00 5.00 
8.33 
8 . 62 2 .00 
1 . 00 
1 . 00 
• 15 
23 .10 8 . 00 
10. 00 
8 . 33 
10 . 62 
1. 00 
1.00 
. 15 
31. 10 
Indi v i dual accoun t retire-
ment fund 1/ 
Severance salary 2/ 
F'amily al lowanc e s p aid for 
each dependent 3/ 
Unemployment subsidy . 
Per iodi c preven tiv e medi -
cine e _,ami nation and sub-
sidy if or dered to refrai n 
f r om work to prev ent cer-
tain d iseases • 
Spe cial tax to finance salary 
increases of Min istry of Labor 
·9ersonne l . 
1 / In add ition to taxes indicated above , t he r e tiremen t fund 
c on tribut i ons include one-half the first month's salary 
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2/ 
3/ 
of a new emp l oyee , t L e amount of increase in sal ary dur -
in g the first month af t er an emp loye e rec.siv es a n increase 
in s a lar y , 1 % of L .Lmily o.llowance s and 10~{ of the employ-
e r 1 s annual compulsory profit participation, bonus. 
In addition t o taxe s ind ic ated ab ov e , 8 .33% of f a mily al-
lowanc e s are paid into sev eranc e salary fund. 
·.L·h e size of t he family a llowanc e is chan ged each yes:r with 
a corresp ond in g change in the employer's perc en t a ge con-
tribution . '11h e 8 .62% g i 11en above appli es during 1946 . 
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1!iorking c onditions and wage s are, t hough , very far 
from sati sfactory as compared with thos e in industrializ ed 
countries; an Q peopl e are a l way s face d with t h e p roblem of 
price l eve l goin g higher t han t heir salaries. 
Unions 
Labor Unions were a ccorded l e gal reco gnit ion in 
1 9 29 an d rep r e sented an active lab or mov emen t. ~he Con -
feracion de Trab ajadores d e Cni le has always been by far the 
l arge s t and most powerful or g anization in the country, claim-
ing in 1945 a membership of a l mos t 400 , 000 , including such 
div ersif ied groups a s maritime, mine , rai l way ; and tex tile 
workers as well as teachers . Vvhen Corrrrnunists leadersh i p be -
gun, many grou p s of workers withdrew from t he C.'E . Ch . and 
or ganized j_ndependen t unions , the most h rportant of which is 
the Soc i alist C . T . Ch . F ollowing t h e di ssolu tion o f Com-
munist leadersh5_p , the Socialist C . T . Ch ., which durin g t he 
famous coal strike of 1947 denounced the political aims o f 
the communists and worked clos e ly wi th the governments, be-
c ame t h e main labor or gan izat ion of Chile . 
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~orkers a re not ye t unifi 8d becaus a of t h e exis -
t en ce of t wo many un i ons even in the same trade (during 1 947 , 
38 new industrial unions , 110 craf t unions, and 2 a gr i cu l-
tural unions receive d legal rec ogn ition), and t h is situation , 
a lthough publicly deplored by the Presiden t, who expre ss ed 
h imself in fav or of or gani zed n at ional l abor , is like ly to 
remain for some time , wi t h i mportan t dis turb ances in col -
l ectiv e bar gainin g . 
Chapter 25 . 
Taxes on Busine ss 
Chile's tax l aw s are nuwerous an d compli c ated, 
and this surn.mary necessarily omits many details . 
The rates given below are t; •ose effectiv e in 
Novemb er 1945. 'l 'he income and profits subject to these 
rates were earned in 1944 , and d ec l ar e i n 1 9 4 5. 
I n come '.i~ axes 
Chilean tax l aws d ivide i n come into six cate-
g ori e s: 
Income from: 
1. Real property a) (subject only 
to surtax and 11 acldition PJ_11 tax, 
which are charged on min i mum 
taxable income equivalent to 8% 
a s s e ssed valuation o f a~ricul­
tural o:fl rural prop erty: 7'/o for 
other property) . 
2. Securities. (Th is tax, witl::L'rJ.e ld 
an d pai d by the firm or organi-
zation to the Government, is on 
th e amount actua lly d istributed ). 
3. Commerc e and in dustry 
4. )\C in i ng an d metallu rgy 
5. Personal services (wa ge s, b onus e s , 
pen sions, et cetera . Tax de-
ducted a nd paid dir e ctly to 
Gove rnment b y employers) . 
6 . Professions 
(P ercent) 
b) 1 2 
b) 15 
3..1.. 8 
8 
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a) F'or real e s l.. at e taxes, as such, see "Other taxe s, 11 below. 
b ) Two percent less for firms pay ing dividends taxed in 
second cate gory. 
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1 82 . 
Taxable i ncome is de termined in the usua l manner : 
Gross income , les s costs (including bad debts) incurr ed to 
produce the i n come ; taxe s other t h a n t hat on incomes; bonus -
es requir.::d by l aw whi ch ar e d istributed to employ ees and 
wor kers under Lab or Code pr ovis i ons; a n d nreasonab l e u 
char ges for deprec iat ion and depl e t ion . 
Losses i ncurre d in the tw o previous ye ars may 
also be d educted from t axab le income. 
Under Law No. 8283 , pas sed in Septenfu er 1945 , 
industri a l and mining firms taxed in t he thir d and fourth 
cate gories may deduct, for four years from January 1, 1 945, 
10% of t beir taxable i ncome for the establishment of a 
fund for 11 purchase a nd renovation of mach inery and instal-
lations." 
I mp ort and export firms are sub ject to t he l e gal 
pre sumption t hat t heir minimum taxabl e in come is betwe 0n 
l and 12r6 o f the v a lue of their imports an d. exp orts. 'l'he 
actual percentage is determined by ne gotiation with t he 
tax aut horities in mo st c a s e s, but t he 12% of minir'lum 
automatic a lly appl i e s to firms own e d to t he ext ent of 7 5 % 
or mor e by a forei gn par en t or gani zation. 
lilon stock or e;,anizations ( indi~..r i dual enterprises 
an d partn ership s ) may not deduc t, for tax purposes, more 
than 60 , 000 pesos p er year each , for a maxi mum of t wo 
propr i e tors, as ovmers 1 remuneration . These allo'IJ a b le de -
ductions are calculated as varyin g percen tag es of t he fj_r m ' 5::! 
taxabl e income in the cas e of small conc erns, s u b j e ct t o 
the ms.ximurn noted above ~ rl'his deduction is not, h ow e v e r , 
a llowe d to forei gn firms which are in partnerships with a 
Chilean concern. 
sixth category.) 
(Own~r's remuner a tion is taxed in the 
11 Addi tional 11 Tax 
Forei gn firms d oing business in Chi l e which d o 
not distr i bute dividends taxable in the second cate gor y , 
or shose proprietors are not subject to the Chilean sur t a x 
on their pers on al incomes, are sub ject to t h e so-call e d 
"add itional" tax of 1 3% on their entire i ncome s (includ-
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ing income exemp t in the calculation of the cate'gory taxes). 
Th e fact that they pay on their entire inc ome may put t h em 
at a relativ e disadvantage as compar ed with a local cor-
p oration , as the latter pays the 1 5 % dividend tax only on 
the arnount actu a lly distributed . 
Firms transacting business or investing i n Chile 
without estab lishing a lega l domicile, and ~ ith out h avin g 
their OV'm resident r epresentative , a re not subject to t h is 
t ax, according to the Chilean tax authorit ies . Howev e r , 
the actual incidence of this tax depends on the indiv idual 
circlunstances of each case. Foreign firms intereste d i n 
ascertaining t h eir prospective tax status would do well to 
make a special investi gation of the 9 add itional " tax . 
Although different tax rates apply to domes t ic 
corpor a tions ( sociedades anonimas,) domest ic individual 
enterprises or partnerships , and to br anche s of for eign 
· firms doin g l'usiness in Chile , the law makes · an endeav or 
t o arrive at an approximate equivalent b asi c rate of tax-
at ion i n all thre e cases: 
Taxab le income 
Dividend tax 
Additional t ax 
on forei gn firms 
Total 
Foreign 
concern 
Percent 
12 
13 
25 
Domestic Domestic 
corporation Partnership 
Perc ent Percent 
10 
15 
1 2 
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F irms includ.ed in the thj_r d co l urCln of t he foreg o-
ing t able apparently enjoy a consid erabl e tax advantag e 
over th e other f i rms o f s-nt e r prise. However, it s h ould be 
remembered that any p rodi ts withdrawn b y the proprietors 
are subject to t he sliding-scal e surt ax on per son a l in -
comes d escrib ed in a succeeding p aragraph . 
Mandatory Profit Sharing 
Practically a ll enterprises earning more t h an 1 0 % 
on t h eir ca.pi tal p rop io (rou ghl y their p aid-in cap ital p l us 
reserves) are required under the Lab or Code to pay annual 
b onuses t o t heir personnel. The firm 1 s total p otent ial 
liabj_lity under these provisions is limi te d to 30/S of t h at 
p art of its profits which exceeds 10% of it s car) i tal ___._ _
· pronio. I n practice, many firms consider t he se maximum 
bonuses as p art of thej_r l abor costs, an d p ay them i n the 
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last month of the year as . an oper at ing char ge a gainst tax -
a b le j_ncome. 
Excess Profits 
If , after d e ductin g 80,000 p e sos plus other taxes 
p aid (includin g income tax), t he net profits of fi r ms t axed 
in the third category exc e ed 1 5% of their capital propio 
they become subject to: l) excess profits taxes; and 2) 
mandatory investment of the net excess in such a we.y as 
to increase national production . Investments of this 
nature, sub j ect to the Governmen t ·' s apuroval, may be made 
in expanding the firm 's ovvn production, reducing its in-
debtedness , in oth er ( approved ) enter"!Jrlses, or in publi c 
works b onds. 
If profits exceed 1 5% of cap ital and r eserves , 
but are l ess t han 20%, the tax is 10%; if betwe en 20 and 
25:{ of capi tal and reserves, 20%' ; and if over 25%' of cap i-
tal and re serves, 30%' . 
Exemption from obligatory i n vestmen t of e x c e ss 
profits, and in some case s fr om the excess profits t ax 
ma y b e decr eed in the case of c e r tain t ypes of new firms 
at the discretion of the President of Chile. In general , 
such exempti ons are understood to apply in the cases of 
newl y - esta.bli sh_:e d firms manufacturin g i terns not alr eady 
p roduc ed i n Chile, a nd u sing domest ic materials primarily ; 
it is also discretionary with the President to grant e x -
emption from customs duties on c ap ital equipment i mp orted 
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by such n ew firms. 
Person a l I n come s and Surt ax 
Basic t axe s on mos ~ ) Brsonal income s are found 
in the sec ond , fif t h and sixth cat egories. In the fifth 
and sixth categori e s the firs t 12, 000 peso s of annu a l 
inc ome is exempt , a n cl soci ,::'L l s e curit y t a x e s may likewi s e 
be deducted8 
In the case of the professions , the l aw esta-
blishes minimum t a x s_ble income s ranging from 30-60 time s 
the v a lue of the annual mun i cina l lic ense fee paid by the 
professional. 
A pro gressiv e surtax must b e paid on personal 
incomes which , after allowable deductions, exce ed 25 ,00 0 
p esos. In calcul a tin g taxable income sub je c t to the sur-
tax, cr edit may b e t aken for cate gor y and soci a l security 
taxe s pai d . There is lik ewise a n d exempti on of 1 0 , 000 
pesos each for dependents incapab l e of self -support . The 
surtax on income s of 25 ,000 to 200 , 000 p esos is subject to 
a Sl.lrcharge of 10%. The surcharge on t h e surtax ou l a r g er 
incomes is 20%. 
Basic surt a x rate s ran g e from 5-i% in t he lowest 
bracket (25 ,000 to 100 , 000 p esos), to 429,12 5 pesos plus 
30% of the excess over 2 million pesos i n the highest brae-
ket . 
A flat-rate surtax of 6% is p aid by fir~~ not 
187. 
di stributing profits to natural persons . 
Other Taxes 
I ndustrial and mining firms taxable in t h e t h ird 
and fourth categories pay a tax of 5% of t heir net profits 
for low cost h ousin g . 
k unicipal license fees are payable b y practi-
call y every t y-p e of business. Formerly small, t h es e . were 
increased in June , 1 945 , some b y several hundred p ercent, 
and n ow constitute a relatively important tax j_t em . Th ese 
fe e s G.re a s sessed in proportion to the i mportance of the 
business, and t h e size of the corillilUDi ty in which its 
activities are carried on. Firms capitalized at 2 million 
p esos or more p ay surch~rges on thes e fe e s ran gin g fr om 
25 to 75%. 
Real es tat e taxes are , in general, ab out 1% of 
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assessed valuation but vary sligb_tly by locality . r:erans-
fers of real property are taxed at 3 % o f the value involved . 
Valuations were fairl y low until 1944, when a ll property 
not revalued since 1940 was arbitrarily r a ised 8 0 / in 
valuation. Stamp taxes, individually low, are payab l e 
on practically all legal papers receipts , and contracts. 
Product ion, processing , and impor t taxes (the 
last named are dis tin ct from duties) are also effective, 
but under the law may be passed on · to the purchaser. 
Taxes Aff~cting ~l~ing E~terprises 
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Income from mining op erat i ons , which are carried 
ou t p r i ncipally by forei gn firms, are sub ject to s oec i a l 
rates of taxation , substanti a lly in exces s o f the g eneral 
inc ome tax. For examp l e , co,, per comp anies - o-ve r whelmin g ly 
forei gn- owned- pay taxe s totalling 36% of their t axable 
income , an d , in add ition , t h rou p;h t h e use of an ar tificial 
exch an g e rate, 9ay what amount E~ to a d isquised tax of a,o ou t · 
37 . 5% of t h eir total cost of oper a t:i.ons in Cbi l e . Th e 
Chilean Government al so participates in t h e g-ro s s i n c ome of 
copper comp anies through a tax 1-) as ed on t h e difference 
between 10 cents (U. S.) per p ound and t h e a ctual e w York 
price of copper . The tax is applied a s follows: 
If the New York price exceeds 10 cents per p ound 
by 1% cents or less, the entire excess accrues to t he 
Chilean Government; if by I'".1.ore than ll cents but by not 
more than 2} cents, all of t t is a ddi tion accrues to t h e 
comp anies; and if in excess of 2~ cen ts t he excess is 
divided e qually between the producers and the Chilean 
Government. 
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Chapter 2 6 . 
Buyin g Power an d Marketil!:g Are a s 
Financial Conditions 
Like mos t of the South American countries Chi l e 
is f acing the problems arisin g out from 1) i ncreased 
needs of f or e i gn made g oods, kept wa y fr om many y e ars by 
war condition s, 2) press ing d emB.nds f or hi gh er wa ges and 
bett er living 3 ) desire of industrializ a ti on of the coun-
try 4) lar[t e government exp enditures as a consequen c e of 
the p ost war soc ial istic trend. 
The se conditions r-reatl y infl uenced the finan -
cial standin g of Ghile: a) Y.i one t ary Inflati on - 'rhe amount 
of curr en c y from 630 milli on p esos in 1 937 reached 4,581 
m. p . in 1 9 49 whi le demand deposit s from 1 ,35 4 m p . i n 1 937 
increased t o 1 0 , 647 in 1 949 . 
:Money Sunpl y (in mi l li on pesos ) 
Year Curren2X Den a nd De:eosits 
1 937 630 1364 
1 938 719 1 393 
1 939 862 1571 
1940 1034 1 934 
1 9 41 1 31 0 2343 
1942 1700 279 4 
1 9 43 2100 3589 
1 944 2390 4130 
1945 268 2 4 895 
1946 3170 6444 
1947 3S7 7 7 965 
1 948 4316 89 59 
1 949 4 58 1 1 0647 
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This expansion of the domestic money supply, 
even though gold hold i ngs and exchan g e r eturns dwindle, 
resulted in a series of fiscal deficit and in t he use of 
Central Bank and other cred it both fo r ctirect and indir-
ect deficit financin g an d f or semi - governmen tal deve l op-
ment expenditures , b ecause this money exp ansion wa s dis-
proportion a te to increases in n ational product ion. b ) 
Balanc e of Payments. - In spite of the continuance of 
h igh prices and world demand fo'r Chile 1 s major exports, . 
the usually favorable balance of payments dec rea s ed sen-
sibly dur i n g 1946 and 1947 as a direct consequen ce of the 
disturb ances in t he p r oduction provocat ed by the Union 
Communis ts Leaders. Il owever, from 1948 , after the energi c 
measur es t aken by t he Govern:rr1ent, vhi l e an production 
speeded up and t he balance of payments f or 1948 was favor-
able, wi t h tha t of 1949 even mor e promi sing . 
(Mill i ons of U.s . Dollars ) 
(1 0 
1938 1942 1946 1947 1948 I~onths ) 
---
Exports 
I mports 
Bal ance 
131 
103 
/28 
174 
129 
145 
213 277 263 
197 2G6 224 
,116 rrr /39 
From: Central Hanover Bank and Trust Co. February 1949. 
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c) Gold .and B'ore~ gn Exchan ge Reserve s are sha r p -
ly declined from 1945: 
Year 
1945 
1946 
1947 
' 1948 
1949 
Gold reserve s Fore ign Exchange Re sv. 
(mi l l ions of U. S .( Millions of u. s . Dollars 
doll ar s ) equivalent) 
82 
6 5 
45 
44 
44 
27 . 7 
4 . 4 
10.7 
9 . 8 
24.2 
From: The Internation a l Monetar y Fund 
Figure No. 24 
d ) Government Exn enditures - During 194 6 Govern-
ment s pen d in 8 had been in excess of in comin g revenue of 
529 mi ll i on p esos (1 p eso. $0.032258 U. S . currency ), an d 
for 1947 the Government succ e eded in balancin g in c ome and 
outlay only by makt n g use of part of t h e prof i t on a r e -
valuat ion t o t he official pari t y of the Central Banl{ 1 s 
go l d ho ldin g s and b y p lac ing 400 , 000 , 000 p esos of s hort 
t erm no t e s with banks. 
In 1 948, h ow ever, a true balance was achieved 
t h rough increased tax revenues in cludin g an incr ease in 
i mport duty r eceipts , and an i mprovement in t he Govern -
ment ' s cash p os i tion made it unnecessary to resort to 
Central Bank facilities to meet current ob lig a t ions . The 
Mini st er of Finan ce indicated t h at 1948 receip ts and ex-
penditures would b a l ance at 1 2 , 328 , 000,00 0 pe sos . The se 
fi gures includ e not only curr ent expenditu r es but a 
495 , 000,000 pe sos contribution to t he Fomento Cor poration , 
190, 000,000 pesos to meet the St a te Railways' deficit, 
410 ,000 , 000 peso s paid on arrears of previous years, and 
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a month 's cos t -of-living bonus to Government employe es, 
including the armed forc e s and p olice. Expenditures 
during 1949 hs.v e been estimated at 13,035,000 , 000: pesos, 
including contributions to all semifiscal a g en cies but 
exclusive of a 20% increase in the salaries of nublic em-
ployees, etc ., estimated to cost 1,600,000 ,000 pesos , 
wJ:> ich is to b e financ ed by adcl.i tional taxation and from 
an expected surplu s of 900 ,000,000 pesos . These fi gures 
in clude substantial cap ital expenditures. Another recent 
achievement bas been the furt her development of the new 
unitar y budget, first instituted in 1 947, to inc lude all 
Government receip t and expenditures. 
The fore g oing satisfactor y fiscal figures are 
b eing achieved by extendj_:n g throu gh 1950 most of th e tem-
porary emergency taxes i nstitut ed at the end of 1 947, by 
an increase of customs duties on merchandise imported at 
the banking market rate of exchan ge , and by a r ecent re-
venue measure permi tting corporations to revalue t heir 
fixed assets and other reserv es on payment of a small tax. 
'I'hi s latter me a sure 0 i ves business enterprises and banks 
an opportunity to ad just val uations to the dec l ine in the 
purchasing power of the pe so and thus b roaden their capi -
tal base . 
e) Cos t of Lfving in Relation to Na g,es and 
Salaries . - Statistically t h e increas e of the cost of 
living, almost 5 times that in 1937, was less than that 
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of was es and s ~'- laries, about 8 time s larger than in 1937, 
but, either because the standard of livin g gener&_lly was 
very low or because other expenses, such as housin g , have 
assumed a greater i mportance than years b efore, the fact 
is that t he Chilean wor kers did not gain much from the 
increased wages. 
Buying Power 
To derive from the above fi gures to an averag e 
p e r capita income it would be completely mean :tn gle ss for 
a c ountr y a s Chile, where because of its economic, g eo-
graphic and historical charac ters, t he population range 
from v ery low income groups, which represent the maj ori-
t y , to very wealthy persons. 
Althoug,h detailed employment census fi gur e s 
have not ~een published since 1 930 , it is estimated tha t 
about 351& of Chi le 1 s employed population depends upon 
a griculture and fishing for its live l i h ood. The pe r 
capita c ash income of this large group is very l ow, be-
cause payments in kind fi gure importantly in the i n come of 
most agr icultura l worker s. The next large st group 
(ab out 25%) is employed in industry, and commerce ranks 
third with about 12 to 15% of the employed p opulation. 
The aver a g e wage of an unskilled worker is e quivalent to 
$ 2 . 00 a day, or less, and a s ki lled worker seldom r e -
ceives more than :~t3.00 a day ; t hu s it i s 8_pparent that 
the purcha sing power of the great bulk of Chilean workers 
194. 
i s di stinctly l imit ed. As it wa s s a i d , howe ver, i n t he 
c it i e s there ar e many high income families with two ser-
vants, at least, and whose purchasing power is such to 
afford practic a lly an y good s, of dome stic or for e i gn 
made. 
lVI arke ting Areas 
The tot a l p opul a tion of Chile is of ab out 
6. , 000, 000, of which slightl y mor e t h an h alf liv e i n 
cities a n d the rema inder are scattered in rur a l d i s tricts. 
The princip al cities, con centrat i ng t he lar ge part of p opu-
lation an d practically all the bu siness a ctivitie s of t he 
c ountry are Santi ago, Valparaiso, Concepcion and Antofa-
gasta. 
Santiago. (952,000 p opula ti on in 1943), the 
capi t a l of Chile, is the principal commercial, industri al, 
and financial c enter. Prac t ically every important com-
mercial, f i n ancial, manufacturing , and mi n i ng or ganiza-
tion in °hj le ha s eithe r it s head office or a b ranch in 
t h is cit';)r • 'the l a r ge comrnercial firms canvass the entir e 
Republic a nd almost a ll manufacturers ' r epresentative s 
h ave their headquarters in Santiago. It is al s o the 
principal r etail cent er of tb.e c ountry, vv i th man y ret a il 
houses which imp ort directly . I n many cases t h e trad e 
t erritory of Santiago comprise s all of Chile with the ex-
c eption o f t he ex treme ~orth a n d t h e e x tr e me south. 
Howev er, in s t aple articles or where fr e i ght is 
1 95. 
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an i mportan t factor, t h e t erritory is n:ore r e strict ed an d 
comprise s, in g ener a l, the provin ces of Santiag o, 0 'Ri g gin s, 
Co lchagua, an d t h e northe rn p art of Curico . The trad ing 
are a of Santiago, b e s ides b eing hi .~~hly j_n dustri a l ized , 
compris es t h e riche st a gricultura l sect ion of Chile . I n -
dus try in Santiago accounts for mor e than 50% of t he t o t a l 
v a lue of Chilean manufacture s . Products manufa ctured i n-
clude cotton an d s ilk t extiles, h osiery, knit g ood s, 
clothing , sh oes, iron an d s te e l products, copper manufac-
tur es, machinery , hardware, tann e r y products, chemic als, 
pai n ts and varnishes, pharmaceuticals, cosmetics, explo-
s i v es, electr i cal a ppliances , electric li&~t bulb s, pap e r 
and p ap er p roducts, gla ::;s an d glass·ware, f ood p roducts, 
bev e r a ges, building materials, f urnitur e , to b a cc o, an d 
leath er g oods. 
Valp araiso. The ch i e f p ort of Chil e , wa s a t 
one t ime the commerc ial capital of th e country. Man y old 
estab lish ed firms still maintai n t h eir head of fi ces t here , 
alth ough t he trend in rec ent ye a rs has been for their re-
moval to Santiago. The t rade t erritory of Valp ar a iso ex-
t ends as far n or th as Co quimbo an d a s far in l and as Los 
An des, encomp a s s i r.g the rj.ch Acon cagua Valle y s e ction 
which h as a p opul at ion of ap proximately 500,000. Vihereas 
t h e i mme d iate trad e t e r r itory of the city does not exc eed 
750,000 a ll o f cen tral and south central Chi le ext andi ng 
to Puer to iV1 ont t can b e s e rved from Valp arai s o unle ss 
frei Fht charge s make the use of other d istri-i)utin g c en-
ters necessary . The northern part of t he country in -
cluded within t h e trade area of Val paraiso is high l y 
miner a lized. Valparaiso proper , including Vina de l TfJ ar , 
contains a numb e r of important industries i n cluding tex -
tiles: silk; sugar; paints, varnishe s, and enamels; to-
bacco; cotton seed oil; enameled ware; cra cker s, cake s, and 
candies; shoes; cement; tannery products; pharmaceuticals; 
cosmetics; and chemicals. There are also seve r a l l a r g e 
foun dries, ship r epair yards , a f loatlng dryd ock, and a 
g alvanizin g p lant. 
Concepcion~ The cap ital of th e Province o f 
Concepcion, is locat ed on t h e Bio Bio river about six 
mi l e s inland from the P acific Oc ean and about nine miles 
from Talcahuano, which is its seaport. The population of 
the Concepcion trade territory is estimated at 1,250, 000. 
Concepcion is the third mo st i ·mport an t c ommercial c enter 
in Chile and serve s the section from Talcahuano in the 
north t o Pitrufquen, i n t he South . A number of commer-
cial f irms wlth head offices in Valparai so or Santiag o 
maintain branches in Concepcion . The trade territory of 
Concepcion is es s entially a gricultural j_n character , al-
though the followin g ac tivities a re included in the a r ea: 
'J' oolen fact ories, coal mines , flour mi lls, f ish canneri es , 
soap f a ctor ies , b~eweri.es, a lar ge cott on mill, a g as 
pl a n t, a s u gar r efinery, a g lassware factory, and a match 
industry. 
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Antofagasta~ The capital of the Prov ince of 
Antofs.gasta is a p ort city and a most imp ort an t commerc:i.al 
center in northern Chi l e ! The trade terri tory of Anto-
fagasta is p reponderantly minera l, c h iefly n itrates and 
copper. The city is an iruport an t transit port for Boli-
via, one-th ird of that co1..m try ' s i mports and almost two-
t b irds of its e xports passing through t b.is port. 
Rac ial ly t he Chileans are predominately Euro-
pean , wi t :r~ some min gling of Indian strains, fast dis -
app e o.ring . :::.panish blood , orig i nally t hat of t he Conqui-
stadores ::md of early Spanish colonial s , has been forti-
fie d by more recent ,Spanish irm11i gr ation . During t he l ast 
century, British , larg ely along t he coast; German s i n the 
s outh; Fr ench and Italians in the cities a n d , since 1 900 , 
Swiss and Irish have added their b l ood and t heir names to 
the Chi l ean mel ting pot . Immj_grati on here, however, h a s 
never been as gr eat as that of Ar p en tina . ,Stubbornly 
defyi ng assimilation , but neverthe l ess decreasint: in num-
b ers under modern conditions, are the Araucan ian Indians, 
some 25,000 of whom still maintain their original s t o ck 
and customs in the Lake reg ions and in the southern tip 
of Chile. 
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Chapter 27. 
Future P o ssibi lities for ~imerican Inve stors in Chile 
Conclusion . 
Chi l e , a t t he present time , has a ll i ts e conomic 
structure and wealth d e p endent a l most entir e l ;-r on t he nit -
rates and c opp er mines , production wi th t he other i ndustri es 
Generally a t t he deve l opment stag e . 
Government 's effort s are concentr a ted in the in-
dus tri a lization of th e c ountr y , t hrough a "manaued economy , 
which , because of t he c ontinued l ack o f balanc e i n g overn -
ment f inancing , produces a h i gh cost of living nd. t ends to 
increas e the i nflat i onary tren d and lowe r t he external quot a -
t i on of the pe so . Agains t the se negative fac tors which tend 
to keep a way n ~w fore i z.n d irect investment , th ere a r e many 
favorable conditions : 
a) wor l d demand f or_ Chile 1 s_r?E_.~P. cipal exp ort.~-orodu ct~ 
ar e i n exces s to t he a ctual production, de t er minin g 
hi gh pric e s and the r e for e larg e avai l abilit y of 
forei gn exchan g e . 'l 'hi s demand is lik e l y to r emain 
at a ver y hi ~h l evel; and b ecaus e U . S . r epresen t t he 
l ar g es t mar k e t f or Chi lean principal export s, vhi l e 
can be consider ed a good doll ar- earner . 
b) after t he Communist Par t y vJ a s outlawed i n 1 947, the 
government can a ssume political st ability 
c) lab or d is tur b ances, s t ri ke s and othe r antip roduction 
factors ar e p r actically n onexi s tent , b ecause l abor 
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d~s1)utes are generally settled before they provq_ke 
a strike. 
d ) ther e is n o legal discrimination between fo~eign 
own e d and domestic enter·prises. 
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e) spendin g for certain imports will o e cut dovm, as 
soon as the San Vicente Stee l Mill will start the ex-
pected produc tion of a t least 150 ,000 tons of steel 
yearly 
f) the Chilean g overnment, realizin g that the d evelop-
ment of the country is greatly d ependent on forei gn 
i nv estments, welcome t h em, with due consid eration to 
t h e safety a n d to national security . 
In general the economic condit i ons of Chi le a r e 
such to attract forei gn cap ital, but the main prob l em a ris e s 
when the economic field in which to invest has to be f oun d . 
~he min e s of the principal min 3ral s are already in the h a n d s 
of compani e s e stablished for a lon g time and for which , t h ose 
mines are of vital i mport ance. 
Inve sting in transportation or in public utilities 
i s out of question r:li ther because of prob ab le nati.on a li z. a-
tion or of le gal obst a cl e s; finall y , i n v e stments in manu-
facturin g must be weighed extremely carefully for the fol-
lowin g reasons: 
1) the buyin g u ower of the Chilean p e op le in g eneral i s 
extremely low 
2) consume r s ' need s and hab its are, a s a whole, ver y 
l imi t ed and cann ot b e compar ed in a nyway vd th t h ose 
of the u.s. consumers 
3) marketin g centres of commercial importance are only 
few. 
In conclusion, Chile, a t the present time mi ght be 
considered an attractive country for dir e ct inve stments, in 
certain spe cified fields. 
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'rhe economy of t hi s ,country mi ght comp letely chan ~e 
in few years if petro l eum is found in very large quantity 
and if the Chilean Government will have the financial means 
to expl6it the oil fields in the most efficient way , or wil l 
accept forei gn capi tal and know-how, in case it is needed. 
Under this probabl e condition, the entire Chilean 
economy would transform its elf, and, other thin g s bein g e qual, 
Chile would b e ready to rece ive in reciprocal advantag e with 
t he i nvestors, lar g~ a mounts of capital in any economic 
activity . 
Surmnary of Data Re lating to Principal Manufacturing;_ 
Industries, 1940 
Industrl a.l group 
Food Products 
Textile products 
Chemical products 
Leather and leather produc t s 
Metal products 2/ 
Paper products and printing 
Lumber and wood uroducts 
Bever a ge s 
Tobacco pr oducts 
Clothing 
Stone and earthen products 
lase products 
J'fum.b .:; r of 
establish-
ments 
1,308 
351 
307 
370 
359 
3 66 
468 
178 
Iv!:usical ins truments and game s 
Total 
12 
159 
236 
35 
20 
4-;169 
Number 
of 
workers 
----
24,159 
18 , 845 
6 , 856 
12,764 
13 ,222 
10,482 
9 ,907 
3,574 
1,573 
4,?10 
6, 044 
3 , 643 
714 
11 6 ,493 
Capi t a l 
invested 
(1 ,000 pes o s lll-
1,281,306 
804 ,388 
378,504 
337, 439 
384 , 922 
450, 90 6 
283 ,324 
293,21 6 
118 ,691 
147 ,709 
227,519 
71,977 
-,--=4-:'::-0,__, 230 
4 , 820 ,131 
1/ One peso equals about $0.032 (U. S . currency). 
2/ Thi s group includes t he principal machine shops in Chile. 
Value of 
·oroduction 
(1 ,000 pesos 
1/ ) 
1, 882 ,7 61 
679,441 
419,938 
365, 825 
348 , 630 
325,371 
235,407 
194,264 
187,009 
176 , 685 
J:58, 429 
60, 551 
___ 14 ,084 
5,048,395 
~:- Chile, Direccion General de Estatistica, Anuario d e Industria, 1940,. 1943 , 
pp . 8 ' 1 6 . 
Table No. 32 
l\) 
0 
t\) 
• 
Volume of Production in Select ed I ndustri al Branche s 
1!Pe of Production 
Coke 
Cement 
White glass 
Semi-whit e glass 
Common bottle glass 
Pitch 
Matches 
Cr ude soap 
tilli ttj_n g wool 
Cloth 
Writing and printing paper 
Wrapping paper 
Cardboard 
Cotton textiles 
Refined sugar 
Beer . 
Cigars 
Cigar ettes 
Tobacco 
Men 1 s shoes 
Women's shoes 
Children ' s shoes 
Electric power 
Gas 
1\!" o . of 
Plants 
Included 
Unit 
7 Metric tons 
l Bags of 93.9 lbs . 
l Metric tons 
l Metric tons 
l Metric tons 
7 Gallons 
l Cases, 1440 boxes 
2 Metric tons 
5 Pounds 
10 Yards 
l r!Ietric tons 
3 ~~I etr i c tons 
6 Metri c tons 
4 Yards 
ll l\1etric tons 
7 Gallons 
8 Number 
4 Packages 
7 Packages 
21 Pairs 
29 Pairs 
22 Pairs 
2 6 K .'l! . H . 
7 Cubic meters 
.;:- Pan Americ an Union, Chile. 
Table No. 33 
1939 
85 , 032 
8 ,017,783 
1,161 
2, 644 
2,900 
2,97 6 ,770 
124 , 012 
8,398 
782,864 
3,548 , 447 
13,251 
11,762 
3,249 
14,695,538 
120 , 921 
18,023,813 
5,610,350 
386 ,363,793 
. 6 ,427 ' 744 
923 , 965 
911,144 
1 ,015,493 
509,353,312 
85,983,227 
1944 
104, 7 91 
8,538 ,286 
1,791 
4 , 8 37 
9,992 
3,449, 610 
157,77 7 
6 , 852 
1,031,299 
5,626 , 588 
15,558 
12,736 
2,480 
25 , 102 , 222 
124,188 
17,202,070 
4,317, 66 4 
407,664,907 
4 , 397,069 
1,213,314 
956,427 
1,22?,860 
729,900,421 
117, 675,383 
(\) 
0 
VI 
• 
City 1/ 
Santi ago 
Valparaiso 
Concepcion 
Valdivia 
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Concentration of Industries 
Principal Eanufactures 2/ 
Cotton and silk textiles; hosie r y and knit g oods; 
clothing ; shoes and leath er goods; food pro-
ducts; beverages; chemicals; explosives; paints 
and varnishes; pharmaceutic a ls; cosmet ics; 
paper and paper products; g l ass and glass-
ware ; build ing materia ls; furniture; iron 
and steel products; machinery; hardware' elec-
trical appliances; a n d tob acco. 
Cotton, woolen , and silk textiles, refined 
sug ar; conf e ctionery ; beer; pharmaceuticals; 
cosmetics; chemica l paints, varnishe s, and 
enamels; cottons e ed oil enamelware; shoes and 
l eather products; iron and steel p roduc ts; 
and ·cement. 
Woolen and cotton textile s; confectionery; can-
ned fish, refined sugar; beer; wine; g l a s sware ; 
c hin awa re; s an itary wa re;. pharmaceuticals; 
soap} l eather products; fertilizers; build-
in g materials; paper bags ; shoe p oli sh; 
paints; candles; iron and st ee l products; 
and wire fencin g . 
Shoes and leather good s; iron and steel pro-
ducts; flour; yeast; refined sugar; beer ; 
distilled liquors; soap; tannin extrG.ct; 
oxyg en; boxes; tugs and lighters; a n d lum-
ber. 
1/ Each of the cities is situated in the province of the 
same name. 
2/. l'Jlanufactures a:ce not lis ted in the order of their im-
p ortance. 
-l<- U.s . Tariff Gommissj_on 
Table 1'-T o. 34 
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Ex ort of 1939 
Ger- Other 
Commodity St ates Kingdom Be l g ium Japan many c oun-
tries 
l' e tallic min erals: 
Copper b ars 132 , 805 60 , 515 26 ,417 1,502 459 90 , 547 312,245 
5 Cemen t copper 5 
Conc entr ates : 
Gold 
Silv-er 
Copper 
Gold an d si l ver 
Gold and copp er 
Silver, copper 
Sil v er a n d l ead 
Go l d , silver, 
and coppe r 
Precipitates : 
Gold 
Si l ver 
Copper 
n-old and silver 
Ore : 
5, 411 
2 
1 ,142 
1,475 
©,327 
1,402 
8 , 349 
1/ 
2 
82 
1 
Gold 
Silver 
Copper 
Iron 2/ 
Man ,:~ ane se 
Antimony 
27 ;0B5 
237 
2,78$ 
1, 592 , 027 
2 , 285 
Gold and s ilver 
Gold and copper 
Silver , coppe r 
S ilver and l e ad 
Gold, si lv er , 
and copper 
Gold , silver , 
and lead 
Gold , s ilve r 
c opper, l e a d 
Other metallic 
'11:i ner 2.l s 3/ 
10, 433 
6 , 055 
164 
1 9 , 333 
393 
1,452 
Nonmetallic minerals : 
bu l fur 1 5 
4/ 
4/ 
:I'd ti' ate 
Iodine 
Other nonme t allic 
minerals 6 / 
30 
42 
4/ 
4/ 
344 
29 
1/ 
2 , 010 
26 
5 , 524 
6 , 868 
1,337 
31 
35 
138 
630 
765 
- 1,726 
8 , 917 1/ 
3 
5 , 446 
2 
1,168 
1, 613 
11,851 
8 , 900 
29 
10,451 
1/ 
2 
113 
4 
980 
- 7,316 1, 626 
30 , 761 
237 
11, 699 
1,593 ,007 
11, 227 
30 
11, 598 
13 ,075 
3 , 883 
59 
1,1 65 
471 5 ,7 69 780 
3 ,719 
59 
1,297 44 ,141 960 
22 
103 
65 ,731 
415 
103 
23 1 11 , 806 13,324 
4/ 
4/ 
4/ 
4/ 
300 
4/ 
4/ 
969 
7, 300 7 , 61 5 
4/ 5/ 1,584,517 
4/ 5/ 448 
245 1,558 
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Con tinuing-
1/ Le ss than 0.5 metric ton. 
2/ Includes a neglig ible quanti t y of ingots. 
3/ Incl udes cabal t, magnesiurJ' sulfat e , sodium sul fate, molybdenum , 
tun gsten, tin, and zinc. 
4/ 11' ot available . 
5/ Ne t ~etric tons. 
6/ Includes Kiesel gur, r efr ac tory earths, kaolin, a s phalt, l ime , 
etc . 
* Ch ile, Comercio Exterior , 1 939 
Ye ar 
1935 
1 936 
1 937 
1938 
1 939 
1 9 40 
1941 
Table }: o. 3 5 
Co-oner Production in CrJile 
( ~etric tons of metal ) 
267 ,083 
256 ,209 
413, 283 
351 , 4'78 
339 , 1?3 
352,010 
4 65,467 
~~u . s . Eureau of Mines, Minerals Yearbook 
'l'abl e No . 36 
P .A..RT V . 
CONCLUSION 
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Chapt er 28 . 
Smn.mar i zing the Conclusions 
Direct inv es t ments a bro cd d erive their existence 
from t he economi c pr incip l e that "c apit a l t end s to f l ow to 
the p oints wh ere it will receive , at l ea st t h eoretic a lly ., 
II t he l a r ges t r eturns • In gener a l t hey are p romot ed by the 
human desire a nd research of larger we a lth , a nd , someti~e s 
t h ey are favored not on ly by t he accep tin g c ountries but a l s o 
by t h e cou ntry of the i nv estors eithe r f or e con omi c or p o l i -
tical r eason s. 'rhe b es t conditions, under whi ch forei ~:.m 
c api tal is att r a cted , a r e repres ent ed by the e conomic ad -
van t a g e s obta inable for t he investor s an d for t he c ountry in 
which t h e i nvestment is made; it d erives n ec e ssarily t h at 
n at ion a listic p olicy , state capitalism an d tra de r e stric-
tions are t h e most i mp ortant fact ors in keepin g a way for-
eign i nvestments from a countr y . World F'r e e tr ade and fre e 
ec onomy wou ld b e, ther 8for e , the mo st f av ora1:, le climate for 
inve stmen ts abroad ; n evertheless, being the world a s it is , 
i n v es t ors ough t t o l oolr f or t he countrie s where a t le a st a 
".fr eer tr ade" exists . 
IViili tary reasons , which too many time s a re noth -
ing e lse than good excuse s to protect s p ecial intere s t-
groups, limit t he ec on omi c princip le of "freedom in i nvest -
ing " through t he amen dmen t that nt ha t c onsideration mus t be 
g i ven to the s a fet y and national s e curit y of the countr y" . 
The fact t h at to-day is almost i mpossible to 
cl a s s ify an industr y o f a cons1 d erabl e size as not r e lat ed 
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to t h e safety and the national security of the country i n 
which it is placed , especial l y j_f that country is not highl y 
industrialized, where the above reserve is kept b y that for-
eign government, without any other guarantee, extreme caution 
must be exercised by the potential investors. 
Finally , an investment , other thing s being e qual, 
has to g o in .a country wh ere there is a justified hope of 
present profits, but also a great probability of future 
development and growin g . 
Acc ording to this geners.l principle , the country 
must meet also the follo·wing requirements: 
l) an increasin g p opulation 
2) a large source of raw materials 
3) lar ge deposits of coal or petroleum or, at least, 
a considerable hydro-electric potential . 
From the anal ysis of Ar gentina, Brazil an d Chile, 
with out rep eating the conclusions strictly related to each 
one, it mi ght be summarized: 
a) Ar gentina woul d be a very e.ttracti ve country for 
foreign investments, if and when the national-
socialistic government guar&~tees d irectly the 
inves t ments 
b) Brazil, because of its i~mense resources and govern-
ment p olicy, although the lack of petroleum and high 
grade coal, deserves the consideration of u.s . 
investors 
c ) Chile, at the present time , can justify only addi -
tional investments by the established concerns in 
their respective fields . Vihen production of 
co~mercial quantity of petro leum will start, Chile 
will attract me.ny U.s. investors also in activities 
other than mining . 
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